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Can you boost jp&iffi 
while downsizing? “ ' 
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Reserve currency 
role promoted 
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Eoononilcs Notebook, Page 8 




Climate change 


Washington meeting 
key to success in Kyoto 


Page S 



Poland faces 

xssem- .« . 1 

big biH to bring 


water supply 
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to EU standard 


Poland could have to spend up to 




and treatment systems up to 
European Union standards, a 
study suggests. The issue is 

My to prove one of the most 
dif ficul t to resolve at Poland's 
accession talks with the EU. Pane 
18 

CrIUce roiled on Netanyahu 

Israeli prime minister Benjamin 
Netanyahu faces growing criti- 
cism over the recent botched 
att emp t to assassinate an Islam- 
ist leader in Jordan, allegedly by 
Israeli agents. Page 4 


Nato officials are working on 
options for a continuing interna- 
tional military presence in Bos- 
nia after the mandate of the 
8&000-strong StahffisatJon Force 
expires next June. Page 2. Edito- 
rial Comment, Page 17 
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fla rman wgs reatoalii t row 

Oskar laforrtaihe, leader of Ger- 
many's opposition Social Demo- 


f f ' • ...-in.'. T3 . m m 


centre-right government for hack- 
ing trade union d emands for an 
end to wage restraint Page 2 

Italian Communists offer deal 

Italy's embattled centre-left gov- 
ernment looked more likely to 
win a reprieve after the leader of 

the harniine f! ommuTi!fi ta offered 

a one-year pact with prime minis- 
ter Romano ProdL Page 2 


Blazs ship towed towards port 

The Cyprus-registered cruise 
liner Romantics, which caught 
fire off Cyprus, was towed 
towards port after the blaze 
which forced evacuation of its TOO 
passengers. Page 2 

Strong ol— Ba nga to M D o i iiifc 

Slobodan Milosevic, the federal 
Yugoslav president, faced a 
strong challenge in presidential 
elections in the republics of . 
Serbia and Montenegro. Page 2 

Franoh union dorandartea 

Marc Blondel, leader of France’s 
powerful Force Ouvriiftre trade 
union, stepped up pressure an \ 
the Socialist-led government by 
calling for a hl gfoar Tnintmm n 
wage. Page 2 / 
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The trial begins today inthe 
Spanish Supreme Court of all 23 
national committee members of 
the radical Basque party Herri 
Batasuna (Popular Unity). Page 2 

Austrian latter bomb arrost 

Austrian police believe they have 
caught the man responsible for 
more than 20 racist letter-bomb 
attacks over the last four years. 

A man was arrested after a bomb 
he was carrying blew up. Page 2 

Australian reshuffle 

Australian prime minister John 
Howard announced big changes 
to his government after a parlia- 
mentary travel allowances scan- 
dal that forced three ministers 
from office. Page 2 

Tom photo stops work 

A team newspaper photograph of 
North Korea’s "“Dear Leader" 

Kim Jong-ilhas halted work on 
nuclear reactors in a country 
where even folding a newspaper 
picture of Mr Kim is seen as dese- 
cration. Page 3 

118 poBUcai donations bOfe 

A legislative attempt to limit US. 
political donations from big con- 
tributors faces a critical vote this 
week that could kffiit- 
Page s 

Potato* CSlibr* win* . ^ 

Petntre CSldbre, ridden by Olivier 
Peslier, won the Prix de Y Arc de 
Tiiomphe at Longchamp. Paris. It 
earned a fourth Prfx del'Arc de 
Triomphe for owner Daniel WH- 
denstein and trainer Andre 

17 o)nia 


Frontline failed 


is sxpeciea to cimm vic- 
tory fo its takeover battle with 
Fron t l in e, Bermuda-based ship- 
ping group which launched a 
hostile Skr3.2Zbn ($424m) bid for 
the company. Page 19 

Jtepejriel Ctiendeal Industries, 

UK chemicals company, expects 
clearance for the sale of its poly- 
ester and Europ ean titanium 
dioxide businesses to US group 
DuPont Page 20 

tan, UK automotive engineer, is 
to continue taitrn with Federal- 
Mogul and other intamatinnn] 
car parts groups today - 10 days 
after Federal-Mogul's £lJ25bn 
($2.02tm) takeover approach 
became public. Page 20 

Franc* Tele c o m shares will 
today be given a definitive price 
amid 3igns of keen interest in the 
telecoms operator’s initial public 
offering. Page 21 

Barclays, UK-based bank, 
expects to remain a key player in 
the world’s capital markets after 
the sale of much of its invest- 
ment bank, BZW. Page 19; Edito- 
rial Comment, Page 17 

Apu Partners, London-based 
international private equity 
group, plans to devote $200m of a 
new fund to eariy-stage invest- 
ments mainly in European tech- 
nology companies. Page 20 

—a rc ade * Bern, German 
executive carmaker, may turn 
Smart, brand name of the mini- 
car it developed with Switzer- 
land's SMH watches, into the 
group's “second brand". Page 19 

National Parkfag Corporation, 

UK carparks group, plans a 
move into Europe which could 
double the compands size. Page 
19; Towards expansion. Page 20 

Cae in o 1 * founding Gulchard 
family decided to keep rival bid- 
ders for the French retailer 
guessing for at least another 
week- Page 21 

Whirlpool! biggest US domestic 
appliance maker, plans to global- 
ise production of its European- 
Btyle microwave ovens as part of 
a plan to challenge Asian suppli- 
ers’ dominance. Page 18 

China faces an annual shortage 
of lOQm tonnes of iron ere and 




ties of copper by 2000, official fig- 
ures show. Page 8 

World steal consumption will 
rise 45 per cent this year to a 
record 695m tonnes, fuelled by 
strong economic growth, notably 
in Latin America, a report says. 
Page 5 

MCI Communications, US 

target of the largest takeover yet, 
is expected this week to respond 
to the $30bn bid from telecoms 
group WorldCom. Page 21 

PepsiCo forged an alliance with 
Japanese drinks company Sun- 
tory aimed at reinforcing its posi- 
I tiou in the highly competitive 
Japanese market, which is domi- 
nated by Coca-Cola. Page 21 

Bo mb ay-b a aed NEB, India's 
biggest stock exchange, is expeo- 
tedto be closed at least until 
Thursday after the failure of 
Insat-2D, India's newest commu- 
nications s fffoTrctB, upon which it 
depends. Page 18 

S tw wloy I rnkwlrl s s, UK 

. industrial group, is to merge, its 
facilities services companies to 
create a wingfe company with an 
£80m ($129.6m) turnover. Page 20 

State Stooot Iteaoa rc i h, US 

mutual fund company, is to set 
up a division to manage portfo- 


state telecoms stake 

Treasury stays alert to political turbulence 


By Paul Bette In Mftan 

The Italian government gave the 
go-ahead at the weekend to the 
sale of Its satire stake in Telecom 
Italia, in spite of the looming 
threat of a political crisis over its 
1988 budget 

Mario Draghi, the Treasury's 
director-general, said his depart- 
ment had discussed the political 
situation with its privatisation 
advisers and decided to proceed 
with the sals of the government's 
remaining 32.8 per cent in Tele- 
com Italia, the world's fifth- 
biggest telecommunications oper- 
ator. 

At current market prices, the 
offer would raise L16,467bn 
($9.6bn), making it the largest 
secondary equity offering ever 
undertaken in Europe. Last 
November's DM20bn ($U.2bn) 
sale of Deutsche Telekom shares 
by the German government was 
a primary issue. 

Mr Draghi said the Treasury 
would continue monitoring politi- 
cal developments. “Of course, if 
we should see a major collapse in 


the whole market, then the gov- 
ernment would have to evaluate 
the situation,” he said. 

There were frantic efforts at 
the weekend by the political par- 
ties to head off a full-blown crisis 
which threatens the country's 
efforts to join European mone- 
tary union in 1999. 

Romano Prodi, prime minister, 
is to hold talks today with Fausto 
Bertinotti, leader of the Recon- 
structed Communist party, in a 
last-ditch attempt to head off a 
crisis before a crucial parliamen- 
tary debate tomorrow, which will 
ultimately decide if his govern- 
ment falls. The government relies 
on the RC's support for its major- 
ity in parliament and has been 
thrown into turmoil by the RC's 
threat to vote against the govern- 
ment's austere 1998 budget 

The Treasury believes the Tele- 
com Italia flotation will ride 
through the political storm 
because it has been structured to 
offer investors a first-year yield 
of 13 per cent through price dis- 
counts and bonus share entitle- 
ments. This is on top of the com- 


pany’s normal dividend payout 
Although Telecom Italia shares 
fell more than S per cent in three 
days last, week to close last Fri- 
day at L10.97B, the share price 
has gained more than 134 per 
cent during the past 12 months, 
strongly outperforming the Milan 
bourse. Mr Draghi also said that 
as the state was withdrawing 
from Telecom Italia, “political 
events should not have an 
impact". 

The offer, expected to raise 
more than the total of all other 
European telecoms offerings this 
year, involves 1.51m shares repre- 
senting 285 per cent of the com- 
pany's share capital 
A further 225m shares have 
been reserved far the so-called 
“greenshoe” - or underwriters’ 
option - to acquire additional 
shares, and 150m shares have 
been reserved to fulfil the bonus 

Continued on Page 18 
Communists offer Prodi pact. 
Page 2; France Telecom to be 
priced today, Page 21; Markets, 
Page 22 
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Hundreds of thousands of men from all over the US gathered on the 
Washington Mall an Saturday for a mass rally of the Promise 
Keepers, a fast-growing Christian fundamentalist movement dedi- 
cated to making men better husbands and fathers puranauM 



Eyes on south-east 
Asia as currencies 
face more turbulence 


Whirlpool to challenge Asian 
suppliers in microwave sector 


By James Kynge in Kuala 
Lumpur, Sander Thoenes in 
Jakarta and Ted Bardackoln ■— 
Bangkok 

South-east Asian currencies are 
set for another turbulent week as 
a confluence of political and eco- 
nomic cancans weigh heavily on 
fiminriai market sentiment 

The focus of regional jitters 
last week shifted from Thailand 
and Malaysia to Indonesia. The 
rupiah slumped to Rp3.120 to the 
US dollar on Friday, losing 14 per 
cent of its value on. the week. The 
stock market’s main index 
plunged by 4 per cent on Friday. 

Fears in Jakarta centre on the 
possibility that high interest 
rates - which are required to 
defend the rupiah - may precipi- 
tate a crisis which would savage 
many of the country's small and 
poorly capitalised banks. 

The rupiah’s steep decline last 
week also unmasked concern 
that many large Indonesi an Com- 
panies may have borrowed over- 
seas more heavily than previ- 
ously believed. Late last week 
some of these companies were 
qAflrrhjng ur ge ntly in a thin mar- 
ket for US dollars with which to 
service foreign loans, a number 
of which are apparently 
unhedged, observers said, 

Further weakness in the 
rupiah, which haa faifen by 34 
per cent since July 1, could push 
one car mare large conglomerates 
into severe financial straits. 

Thailand, the original epicentre 
of south-east Asia's financial 
tremor, has been relatively calm 
of late. However, that reflects not 
so much a return of confidence 
as a suspension of foreboding. 


Sentiment will be tested when 
Chavalit Yongchaiyudh, Thai- 
land’s prime minister, visits 
Japan on Wednesday to try to 
secure Japanese banks’ agree- 
ment to rail over debts owed by 
Thailand’s private sector. 

Many economists believe that 
the Japanese are unimpressed by 
his progress pushing through 
painful but necessary economic 
reforms. Doubts also attend a 
scheduled announcement on 
October 15 about the restructur- 
ing of Thailand's financial sector. 

Malaysia, which has suffered a 
25 per cent depredation in the 
ringgit since July 1, remains 
unpredictable. The anti-foreign, 
anti -tree-market rhetoric of 

Mahathir Mohamad, prime mlnis- 

ter, has the power to touch off a 
do min o-affect in regional cur- 
rency depreciations. 

Most economists believe, how- 
ever, that Kuala Lumpur is 
unlikely to further curb tree- 
market mechanisms or ban cur- 
rency trading even though Dr 
Mahathir regards it as 
“immoral”. Stock market inves- 
tors are hoping that the more 
moderate stance adopted by 
Anwar Ibrahim, deputy prime 
minister and finance minister, 
will prevail. 

Many hope Mr Anwar will 
announce a budget this month : 
aimed at slowing growth, boost- 
ing savings and tax revenues, 
and eliminating a shortfall 
between savings and investment 
which economists regard as the 
clearest indicator that Malaysia 
has been spending beyond its 

TWMT 1 S. 


By Peter Marsh 


Whirlpool, the US's biggest 
domestic appliance maker, is 
planning to produce and sell its 
European-designed microwave 
ovens worldwide as part of a 
plan to challenge the dominance 
of Asian suppliers. 

The company is introducing to 
plants in China and Brazil the 
technology used to make a novel 
type of oven designed at its main 
nricrowave facility in Norrkfip- 
tag, Sweden. 

Although selling at higher 
prices than most ovens, the 
Whirlpool machine is said to 
spread heat more evenly. This 
makes it possible to fry eggs or 
crisp bacon without causing the 
food to shrivel or explode. 


Whirlpool is the world's fiffh- 
biggest maker by volume of 
microwaves, behind Sharp and 
Matsushita of Japan and Sam- 
sung and LG of Korea. 

It hopes that with the new pro- 
' dnetton strategy it will move fo 
third position, improving its 10 
per cent market share. World 
retail sales of microwaves are 
estimated at some S4JSbn a year. 

The plans underline how mul- 
tinationals are using concepts 
pioneered in the car industry to 
make “world products” from 
concepts designed initially for a 
single region. Other industries 
similarly globalising products 
based on a specific design or 
“platform” - with small changes 
to suit consumers In particular 
countries - include the tractor 
and washing machine sectors. 


Whirlpool makes about 2.5m 
microwaves a year, roughly half 
in Norrk&ping and the rest in a 
plant in Shunde, China. It oper- 
ates the Chinese factory as the 
majority shareholder in a joint 
venture with Shell Manufactur- 
ing, a Hong Kong consumer 
goods supplier. 

While the company is increas- 
ing production in China of the 
new European-designed micro- 
waves, it is also building a plant 
in Manaus, Brazil, which will 
start production next year. 

Both plants are geared to sup- 
plying the fastexpanding Asian 
and Latin American markets - 
where microwave sales are in 
some countries expanding at 
over 10 per cent a year. Asia 

Continued on Page 18 
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Italian PM to hold talks with Bertinotti in attempt to resolve conflict over budget ; 

Communists offer Prodi one-year pact 


By Paul Betts In Mflan 

The prospects of a reprieve 
for Italy's emb a tt led centre- 
left government appeared to 
improve slightly yesterday 
after the leader of the hard- 
line Communists offered a 
one-year pact to Romano 
Prodi, the prime minister. 

Mr Prodi will hold folio* 
today with Fausto Bertinotti, 
the leader of the Recon- 
structed Communism (RC> 
party, in what many regard 


as a final effort to avert a 
political crisis before a par- 
liamentary debate tomorr o w. 

Mr Bertinotti sparked the 
crisis by threatening to vote 
against the government's 
1998 budget, but softened his 
language in an interview 
published yesterday- 
"This situation serves no 
one's interests," he told the 
newspaper La Stain pa. 

"We want to give a reply 
from the left to this problem 
of stability. Our reply is a 


one-year pact" 

Mr Bertinotti did not spell 
oat bis exact terms, but Mr 
Prodi relies on RCs support 
for its majority in the lower 
house of parliament. RC 
opposes the 1998 budget on. 
the grounds that it contains 
unacceptable cuts to the Ital- 
ian pension system as well 
as a lack of sufficiently 
robust job-creation mea- 
sures. 

A first step to try to ‘ 
resolve the conflict was 


made on Friday when Italy 
and France agreed at their 
Franco-Italian summit in 
Chambery to work towards 
the introduction of a shorter 
working week. The Italian 
government also announced 
an additional L4,000bn 
($2J3bn) package to fund job 
creation. One of Mr Bertiuot- 
ti’s main d eman ds been 
the introduction of a 35-hour 
working week. 

However. Mr Bertinotti 
has insisted on other signifi- 


cant modifications to the 
government's budget plans, 
especially regarding the 
future of the Italian pension 
system. He also continned to 
warn at the weekend that 
bJs party would vote against 
the 1998 budget as it stood. 

Although the political situ- 
ation remains on a tightrope, 
all the political parties 
appear reluctant to be 
blamed for precipitating 
Italy into anew gov e rnment 
crisis, which Mr Prodi has 


already described as "the 
craziest crisis in the world," 
and early elections. This has 
put increasing pressure on 
Mr Bertinotti to soften his 
position since early elections 
could pose a serious risk for 
his party’s fortunes. 

However, the chances of 
avertin g a crisis will largely 
depend on the outcome of 
today’s folks between Mr 
prodi and Mr Bertinotti and 
their ability to find a mutu- 
ally face-saving compromise. 


Nato studies staying on in Bosnia 


By Alexander Wool], 

Defence Corre sp ondent 

Nato nfBciaig are wo rking on options 
for a continuing fntwirnatinnai mili- 
tary presence in Bosnia after the 
man d ate of the 36,000-strong Stabilis- 
ation Force (Sfor) expires next June. 

Many alliance governments argue 
that it is not productive to hold a 
public debate on a future military 
mission when Sfor is o nly halfway 
through its 18-manth mandate, espe- 
cially given, the likely pressure from 
the US Congress to withdraw Ameri- 
cas troops. 

However, military commanders 
have advised Nato Hpfonre ministers 
that for planning purposes a deci- 
sion on what will be dong after June 
needs to be taken by February. 
Therefore, options are being devel- 


oped now for Nato ministers to con- 
sider in December. 

Alliance officials have suggested 
that attempts should be made to 
draw the Balkan nations into a 
regional security dialogue as well as 
arms control arrangements and 
activities under the Partnership for 
Peace, the Nato programme for mili- 
tary co-operation with eastern Euro- 
pean countries. 

While defence ministers agree that 
they should focus for now on what 
Sfor can accomplish within its exist- 
ing mandate, virtually all involved 
in Sfor acknowledge that the ten- 
sions within Bosnia are unlikely to 
abate sufficiently by June to allow 
civilian institutions to operate with- 
out military hank-fog 

One post-Sfor option, likely to be 
firmly opposed in Europe, is to 


locate a reserve force outside Bosnia, 
with the capability for rapid deploy- 
ment. Only a small military presence 
would remain on the ground in Bos- 
nia. 

Under this suggestion, the reserve 
force might be kept in Hungary and 
on aircraft carriers, and would con- 
tinue to police a military no-fly zone 
over Bosnia. 

From the US point of view, such a 
plan would enable the US to play its 
part in the international remmirai. 
ty*3 commitment to Bosnia without 
deploying troops there unless abso- 
lutely necessary. 

One European defence official 
said: "Nobody in Europe wifi be will- 
ing to take [in. such a plant” which 
has echoes of previous unsuccessful 
attempts to control the conflict in 
farmer Yugoslavia. 


The view of leading European 
countries is that a continuing mili- 
tary presence will be needed on the 
ground and that a full US role is 
vital for it to be effective. 

William Cohen, US defence secre- 
tary, said last week the June dead- 
line was concentrating minds in Bos- 
nia on fulfilling the Dayton peace 
accord. 

He said Congress did not want a 
"garrison force" in Bosnia. 

But Joris Voorhoeve, the Dutch 
defence minister , told fellow Nato 
ministers: “The fragility of the peace 
requires a continued international 
military presence [after June 1998]. 
Decisions on future peace-keeping 
should rest on the transatlantic 
unity which has been the key to 
Nato’s success in Bosnia.” 

Editorial Comment, Page 17 


Lafontaine in 
call for end to 
wage restraint 


By Rafoh Atkins in Bonn 

Oskar Lafontaine, leader of 
Germany's opposition Social 
Democrats, came under fire 
from the ruling centre-right 
government yesterday for 
backing trade union 
demands for an pnd to wage 
restraint 

In an interview published 
■today, Mr lafontaine - a 
possible SPD challenger to 
Helmut KnW, the chancellor, 
in next year's federal elec- 
tions - said higher wages 
and salaries could boost the 
German pcnnnmy by increas- 
ing domestic demand . 

His comments, attacked by 
politicians in the governing 
coalition as endangering 
jobs, highlighted the polaris- 
ation of German politics a 
year before the election. The 
SPD will choose its chancel- 
lor candidate next ApriL 

Mr Lafontaine told Der 
Spiegel magazine that a 
moderate wage round could 
make sense when backed by 
sensible budget, tax and 
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monetary policies. "But the 
budget and tax policy of the 
Kohl government has been 
anything but reasonable." 
He added that, since 1989, 
real wages had hardly grown 
in western Germany. 
Employees should be 
allowed to share the benefits 
of higher productivity and 
profits, Mr Lafontaine 
argued. His remarks could 
add to financial markets' 
fears about infiationary pres- 
sures and heighten expecta- 
tions of an interest rate rise. 
At the weekend, Edgar Meis- 
ter, a Bundesbank director, 
said the central bank was 
watching price trends with 
concern. 

A dip in provisional Sep- 
tember inflation figures 
below 2 per cent could not be 
interpreted as a change of 
trend, Mr Meister said. 
Increased union stridency 
suggested that pay demands 
worth 5 per cent or mare 
could be in the pipeline - 
despite unemployment at 
nearly 12 per cent of the 
workforce. The Bonn govern- 
ment is facing a demand 
from public sector workers 
for a 3.5 per cent increase 
from January l - a claim- 
dismissed as "out of this 
world” by Manfred Hanther. 
interior minister. 

Klaus Zwlckel, chairman 
of the powerful IG Metall 
union, told yesterday’s Bfld 
am Sonntag newspaper that 
wages had not kept pace 
with increases in productiv- 
ity and exports, as well rises 
in share prices to 
"undreamed of” levels. “Our 
next wage round begins in 
late autumn 1996. 1 can't say 
anything concrete about our 
demands. But one thing is 
clear for employees, the end 
of 199B will see the end of 
moderation, " Mr Zwickel 
said. 

The influence of IG Metall 
union has been increased by 
its recent merger with the 

188. 000- strong GTB textile 
and clothing union and 
plans to incorporate the 

160.000- strong GHK wood 
and plastics onion. 





The Romantica was still on fire yesterday and listing as it was towed into port 

Inquiry opens into liner blaze 


By BiH Glenton 

A enrise Ifew which caught 
fire off Cyprus was towed to 
port on the Mediterranean 
island yesterday after the 
blaze forced evacuation of 
its 700 passengers. 

The Cyprus-registered 
Romantica, a 9,500-tonne 
vessel commissioned in 
1939, was listing and still on 
fire yesterday. The incident 
occurred only four days 
after new Safety of Life at 
Sea (Solas) regulations were 
imposed by the Interna- 
tional Maritime Organisa- 
tion, casting doubt over 
whether they can be folly 
enforced. Rescued passen- 
gers in the Cypriot port of 
Limassol claimed the vessel 
was unsafe. 

Police and the Cyprus 
department of merchant 
shipping have opened an 


inquiry into the cause of the 
blaze, which was still 
unclear. Officials said the 
vessel had complied with 
safety standards. 

Introduced on October 1 
the Solas rules demand that 
sprinklers, smoke detectors 
and alarm systems are fitted 
in passenger accommoda- 
tion. A total of 135 nations, 
indnding Cyprus, are signa- 
tories to this extention of 
the 1974 convention. The 
main purpose of Solas is to 
ensure that old ships comply 
with modern safety stan- 
dards. The cost of installing 
a ship with modern safety 
equipment can be huge. Hol- 
land America chose to 
decommission its popular 
cruise ship, the Rotterdam, 
before the October deadline 
because the bill for refitting 
would have been $30m. 

Many countries employ 


port control officers with 
power to stop passenger ves- 
sels of any flag from sailing 
if they do not comply with 
the rules. But ships operat- 
ing in the eastern Mediterra- 
nean rarely encounter such 
officialdom. 

Cyprus relies heavily on 
the tourist income from its 
fleet of half a dozen cruise 
ships, most of which are 
over 30 years old. 

The Romantica, owned by 
the New Paradise Cruises of 
Limassol, was bought at 
near scrap value from the 
Greek Line Chandris which 
disposed of It because it con- 
sidered its useful life was 
over. 

The ship which picked up 
the Romantica' s stricken 
passengers, the Princesa 
Victoria, Is even older - 
built in 1936 and operated 
by another Cyprus c om p an y . 


Milosevic 

faces 

strong 

challenge 

By Guy Dovnore in Belgrade 

Slobodan Milosevic, the 
federal Yugoslav president, 
was feeing a strong chal- 
lenge to his authority in 
presidential elections held 
yesterday in the republics of 

Serbia ami Montenegro. 

Voting in the second 
round of Serbia’s presiden- 
tial poll got off to a slow 
start, especially in Belgrade 
where the capital's ousted 
opposition mayor, Zoran 
Ojindjic, led a campaign to. 
boycott the polls. 

If it ghnnliri tUKO OUt 
less than half of Serbia’s 
7.2m voters went to the 
polls, fresh elections 
would have to be held and 
the republic would be left 
without a president fin an 
rmriaffoari period. 


Voters were faced with a 
stark choice in a run-off 
between Mr Milosevic’s 
Socialist proxy, Zoran Lflte , 
and Vofislav Seselj, a former 
paramilitary leader who 
h the ultra-nationalist 
Serbian Radical party. Mr 
T.TTir won 36 per iwit of the 
vote in the first round on 
September 21, against 27 per 
rent for Mr Seselj. The total 
turnout then was 57 per 
cent 

The nan-government Cen- 
tre for Free Elections and 
Democracy estimated yester- 
day's turnout was only 17 
per cent by midday, and 
many MOTiimmtatnr i! doubted 
the final turnout figure 
would reach the 50 per cent 
threshold. But Serbian state 
television, controlled by the 
Socialists, r ep or t e d that the 
turnout was approaching 50 
per cent in some areas. 

More ethnic Albanians, it 
said, were voting than in the 
first round. Serbia’s Alba- 
nians, who make up about 
one-fifth of the population, 
usually refuse to take part in. 
Serbian elections. The 
Organisation for Security 
and Cooperation in Europe 
said it had only 30 observers 
to monitor nearly 19.000 poll- 
ing stations in yesterday’s 
elections. 

Mr Milosevic was barred 
by the constitution from 
running for a third term as 
Serbian president and 
switched his powerbase to 
the federal Yugoslav presi- 
dency in July, replacing Mr 
Lilic. Their Socialist coali- 
tion lost its majority in the 
Serbian parliament because 
of strong gains by the 
extremist Radicals, who pro- 
pose a Greater Serbia that 
would encompass Montene- 
gro and much, of Bosnia and 
Croatia. Mr Milosevic may 
well see his authority eroded 
in Montenegro, where most 
analysts predict victory far 
the reformist Milo Djuka- 
novic over the current presi- 
dent. Momir Bulatovic, a 
close ally of the Yugoslav 
leader. 

Mr Djukanovic says tiny 
Montenegro, with a popula- 
tion of about 650,000, will not 
play a satellite role to its big- 
ger neighbour to the north. 


INTERNATIONAL NEWS DIGEST 


Russia set to 
sign debt deal 

Tfrp Pnarimi government and its western commercial 
creditors are expected to sign an agreement in Moscow 
today on restructuring about $33bn in defaulted loans ana 
interest fha collapse Of commuplsin. 

He agreement, negotiated over the past 18 mont hs 
bet ween Russia the London Club of creditors, is one 

of the biggest emerging market debt accord s- tt should 
give Russia’s reputation, on international capital markets 
aboostatatfanewhenRussiiEocdmpaniesaniL 
n mn icip ri t ties are raising debt c a pi tal abroad. 

There is already speculation that the agreement will 
help Russia acquire a higher credit rating, which would „ 
mete harrowing abroad cheaper. Currently Russia is 
rated below investment grade by th^three main rating 
fflg pmrire - Standard & Poor’s, Moody’s Investors Service 
and IBCA. 

The agreement covers $24bn-in. defaulted loans owed . 
mostly by former state-run Soviet enterprises, and around 
99bn in outstanding interest payments, owed since toe -■ 
break-up of the Soviet Union in 1991. The deal means 
Russia wifl not have to start repaying the p ri n c i p al for 7 
years. . MmcentBokmd 

■ FRENCH MINIMUM WAGE . - : - 


Union demands increase ( ;;; 

Marc Blonde!, leader of toe powerful Force Ouvriftre trade 
union, stepped up pressure on Fzance’s Socialist-led 
government yesterday by cafiingite a further increase in 

ffha mfoTTYTHm nmgB Mi- BlOBdd urged T lO Uld Jncptrij the 

prime minister, to raise the so-called sak&e minimum - . 
znt e rprafessiarmel de crois$ance($rinc) by. another 2per 
cent, after the 4 per cent rise in July. 

The main issue at a govern i ng conference next Friday 
with employers and unions looks set to.be the Socialist 
party's election promise to “progressively reduce toelegal 
work week from 39 to 35 hotxra without -reduction nr 
salary”. Jean Gandois, head of the P&tranal, the 

employers' federation, has said he is' opposed to any law 
which would force businesses to art working hours ; 
without any cats in pay; . David Owen, Paris 

■ LETTER BOMBS V 


Austria police arrest suspect 

Austrian police believe that they have caught the man 
responsible for mere than. 20 racist letter-bomb attacks 
ova: the last four years. A 48-year-old man -was arrested 
last Thursday in Gralla, 150 mifes south of Vienna, after a 
bomb he was carrying blew up. - 
The police later discovered several bombs similar to 
those which killed four gypsies in 1995. Earl SchlbgL, the 
Austrian interior minister, said on Saturday- that the man 
arrested was almost certainly the perpetrator and “not . 
just a dangerous copycat culprit". 

The attacks were aimed at people who were deemed to 
be “soft” on foreigners and carried out by .a far-right 
group obsessed with reuniting the Germanepealdng 
peoples of Bavaria, the Alps and along the river Danube. 
Helmut ZQk, a former mayor. of Vienna, lost bis hand in 
an attack in 1333. - . ; WilUam Ball 

HERRI BATASUNA 


Committee members on trial 

The trial begins today in the Spanish Supreme Court of . 
all 23 national committee members off the radical Basque 


party Herri Batasuna (Popular Unity). Prosecutors are 
seeking six-year jail terms. on charges of collaborating 
with Eta, the outlawed terrorist argardsatiazL 
Charges stem mainly from the party’s ramp srt g n for last 
year's general election, when it sought to broadcast a 
video featuring masked members of Eta. Party leaders 
face further charges because of statements made after two 
Eta assassinations, which were construed as encouraging 
further attacks. - - . David White, Madrid 

AUSTRALIAN CABINET 


PM announces reshuffle 

John Howard, Australia's prime nrinlste, announced 
major changes to his government yesterday after a . 
parhamantary travel allowances scandal that forced three 
ministers from office. 

The biggest loser in the reshuffle was Amanda 
Vanstone, who was replaced as employment and 
education minister by her fonner deputy, David Kemp. 
The employment portfolio Is seen as one of the most 
critical c a b i ne t posts in the lead-up to toe next election, 
expected lata next year. . 

The government’s other key economic posts, including 
that of the treasurer, Peter Costello, remained in toe same 
hands. Workplace relations minister, Peter Reith, was 
given additional responsibilities for waterfront reform. A 
National Party backbencher, Mark Valle, was promoted to 
the cabinet poet of transport minister, replacing John 
Sharp, who resigned in toe expenses scandaL Another 
m i nis t er who resigned. Peter McGauran, saw his science 
and technology responsibilities handed to John Moore, 
minister for industry and science. Reuters, Canberra 

VENEZUELA PETROCHEMICALS . . 


Joint venture agreed 

State-owned Petroqulmica. de Venezuela (Paqulvim), Rnrh 
Nitrogen Company, Italy's Snam Prog etti and Empresas : 
Polar have agreed in principle to form a joint ve ntu r e to 
build and operate a fertiliser complex in northeastern v '■ • 
Venezuela. 

The complex wifi consist of two ammonia p lants with a 
total capacity of L2m t onn es and two gran ular ur e a - 
plants with capacity of LSim tonnes per year. and is . 

expected to cost $90Qm. The project, expeded to begik in : 

2000, would account tor one-third of Venezuela's cur r en t : 
petrochemical production. Raymond Colitt, Caracas 1 ; 
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raises fears over 

company debts 


By Sander Thoenes 
in Jakarta -. 

The collapse of . the rupiah, 
which has fallen more ih«>i 
4Q per gent in four months, 
has raised concern that Indo- 
nesian .conglomerates may 
be much deeper in debt than 
. repented. 

Traders said Indonesian 
companies were urgently 
looking for dollars in a thin 
mark et to pay off foreign 
debt, which rose sharply in 
rupiah terms as the currency 
started sliding in August 
The rupiah hit 3,725 to the 
dollar on Friday before clim- 
bing back to 3,410. The stock 
exchange lost 4 per cent to 
end . at. 515.477, compared to 
highs of over 700 earlier this 
year. 

“It was horrific," one west- 
ern trader said. “Suddenly 
everybody is pessimistic. We 
were like a flock of sheep." 
The Bank of Indonesia on 
Friday offered export-ori- 
ented industries a new for- 
eign exchange facility to 
encourage them to unload 
dollar earnings, but the. 
move had .little impact oh 
trading. 

“This is going so fast." an 
Asian banker said. “Now 
people start to worry about 
what will happen to Indon- 
esia." • ABN Amro Hoare 
Govett predicted last month 
that ftamingg growth in the 
non-hanking sector would 
drop to zero if the rupiah 
stabilised at 3,000 to the dol- 
lar. 


Bankers are concerned 
that a farther steep fall in 
the rupiah could bring down 
one or more of the large con- 
glomerates which in turn 
could drag down other big 
groups down because of the 
extensive cross-ownership. 

Economists and investors 
in Jakarta admit that the cri- 
sis has revealed how little 
they know about the extent 
to which Indonesian compa- 
nies had issued short-term 
commercial paper, borrowed 
abroad and failed to hedge 
their dollar debt. Hoare 
Govett said only three out of 
29 large companies surveyed 
had fully hedged: Indofood, 
the. noodle producer, admit- 
ted much of its $900m for- 
eign debt was unhedged ^ 

The Bank of International 
Settlements reported in 
August that $34.24bn of 
Indonesia's $55.52bn in pri- 
vate bank debt matures 
within one year. But W illiam 
Keeling, senior adviser to 
Dresdner Kleinwort Benson, 
said many large conglomer- 
ates had borrowed through 
off-shore affiliates using 
stock or assets of listed com- 
panies as collateral. These 
borrowings might not show 
up as foreign debt, and ana- 
lysts fear some collateral has 
been pledged several times. 

Poorly registered 
short-term commercial 
papers could haunt compa- 
nies as well. Indonesian rat- 
ing agency Pefindo listed 
5350m and Rpl235bn in 
paper outstanding on Sep- 


China faces shortage 
of iron ore and copper 


By Jaimes Hartfing 
In Shanghai 

fllilna will face an annnal 
shortage of at least 100m 
tonnes of - iron ore and will 
need to import vast quanti- 
ties of copper by 2000. 
according to-an. official, 
repert ‘yesterday. . : , 

The ministry of geology 
and mineral resources said 
rapid growth since the 1980s 
had widened the gap 
between mineral demand 
and supply. 

“As a result, China has to 
increase the imports of min- 
erals it is short of, while 
devoting more efforts to 
prospecting for new mineral 
reserves and Involving inter- 
national mining co-opera- 
tion. for example, tapping 
overseas mining resources," 
The ministry said. 

The report said China 
would need 350m tonnes of 
iron ore by 2000. but could 
only produce 230m-250m 
tonnes. Demand for copper is 
forecart at L3m-L5m tonnes 


by 2000, but production by 
then would be only 0.5m- 
0£m tonnes. . ^ 

China has emerged as a 
key Influence in the Interna- 
tiona] markets for metals, 
particularly copper, but fore- 
casts . vary widely on the 
,scal£ pf Chinese demand. 
The estimates released yes- 
terday .-suggest .copper 
demand by 2000 may be 
higher than some predict - 
Jiangxi Copper, China’s larg- 
est copper producer, recently 
forecast a shortage of 
200,000-300.000 tonnes per 
year over the next few years. 

Beijing’s strategy, outlined 
in the report In the Business 
Weekly, the official govern- 
ment newspaper, involves 
buying more metals on hater- 
national markets and using 
foreign investment to 
develop mines in China and 
overseas. 

“China will introduce for- 
eign investment and technol- 
ogy to boost domestic min- 
ing development,” the report 
said, listing many new min- 


eral deposits discovered in 
China in the last five years. 

Mare than 1.100 locations 
of solid min eral deposits, as 
well as new reserves found 
at 500 existing sites, have 
been found. Most new depos- 
its are in central and west- 
ern areas and offer new- 
reserves of gold, silver and 
copper. 

• China will invest Yn60bn 
($7.2bn) to build an electric- 
ity grid fed by the Three 
Gorges hydroelectric 
scheme. Business Weekly 
said. 

The government has estab- 
lished the China Power Grid 
Development (CPG) to man- 
age construction of the 
transmission and transfor- 
mation lines, which will 
deliver 12.000MW to users in 
central China, 4^00MW to 
the east of the country and 
2.000MW to Chongqing. Zhou 
Xiaoqian, president of CPG, 
said the grid was a “gigantic 
project”. 

CPG will install 9,100km of 
power lines. 
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NEWS: ASIA-PACIFIC 


tember 8, in addition to 
paper issued by companies 
with ratings' by foreign agen- 
cies. Sekar Group, a large 
property and oil conglomer- 
ate. denied reports that it 
defaulted on $360m in paper, 
but its shares lost 58 per 
cent in recent weeks. Two 
small banks have collapsed 
in commercial paper frauds 
worth RpijXWbn. 

Some analysts accuse the 
Bank of Indonesia of causing 
the disarray by overreacting 
to the first slide in August. It 
not only raised interest rates 
but also ordered state enter- 
prises and pension funds to 
cancel deposits with com- 
mercial banks and transfer 
all funds to the central bank. 

The Bank has gradually 
eased liquidity and returned 
funds but businesses push 
for further rate cuts, arguing 
that much of the new cash 
has been mopped up by 
banks eager to pay the debt 
of their own affiliates before 
lowering commercial inter- 
est rates. The Bank’s chair- 
man said on Friday that 
interest rates could come 
down further only after the 
Rupiah stabilised. 

No large defaults have 
been confirmed bat many 
subcontractors complain 
that they are not being paid. 
At least four large groups 
and two brokerages are 
believed to be badly hit by 
overexposure to foreign 
loans, commercial paper or 
luxury condominiums which 
have sold poorly. 



A protester begs for release yesterday after being arrested in Dhaka, Bangladesh, during an opposition-led transport 
blockade in whicb one man was axed to death and hundreds were injured. Pickets blocked trains »nd roads in the latest 
opposition protest aimed at bringing down the government of Prime Minister Sheikh Hasina Haute. 

US to go to WTO over India’s 
ban on consumer goods imports 


By Mark Nicholson 
in New Delhi 

The US is today expected to 
ask for a World Trade 
Organisation ruling over 
India's ban on tbe import of 
more than 2.700 consumer 
goods. 

India and the US have 
failed to narrow differences 
over the phased removal of 
India's import restrictions. 
Many of India's other trad- 
ing partners, including the 
European Union, Canada. 
Australia, New Zealand and 
Switzerland, are expected to 
back the US move. Though 
India has agreed to remove 
its 50-year ban on most con- 
sumer goods imports, its 


offer to do so over six years, 
while loading sensitive items 
towards the end of tbe 
period, has failed to satisfy 
its main trading partners. 
The US wants the ban 
removed over three years. 

India is one of a diminish- 
ing bandful of developing 
countries which have sought 
protection for consumer 
goods industries under a 
WTO clause permitting 
restrictions where countries 
can claim a precarious bal- 
ance of payments or foreign 
exchange reserve position. 
India conceded earlier this 
year that it would no longer 
justify such shelter, given its 
robust reserves and manage- 
able trade deficit. Reserves 


are approaching $30bn - 
more than seven months’ 
import cover. 

US officials hinted they 
could be flexible over the 
timetable for removing the 
ban, while the EU has taken 
a softer line. However, both 
the US and other trading 
partners are unhappy with 
India's proposal to leave the 
removal of bans on items 
such as foods and “fast mov- 
ing consumer goods” to the 
end of the six-year phase- 
out 

The WTO disputes panel 
will give a ruling after six 
mnnthg India could eventu- 
ally be forced to remove all 
import restrictions “within a 
reasonable period" - which 


could be wi thin two years. 

US and European officials 
suggested this threat might 
prompt India to shift the 
“loading" of its phase-out in 
their favour. US trade offi- 
cials said they believed there 
still remained time for a 
compromise. 

Ifie issue is politically sen- 
sitive in- India, and acceler- 
ated liberalisation is 
strongly opposed by left- 
wingers and others within 
India’s fractious multi-party 
United Front coalition gov- 
ernment. India has justified 
the ban as necessary to pro- 
tect thousands of small 
industries, which dominate 
consumer goods manufac- 
ture. 


Koreans 

scrap 

over 

tom 

picture 

By John Burton In Seoul 

A torn . newspaper 
photograph of North Korea’s 
“Dear Leader 1 ' Kim Jong-il 
has baited construction of 
nuclear reactors by an inter- 
national consortium. 

In a country where visi- 
tors are warned that even 
folding a newspaper carry- 
ing Mr Kim’s image 
amounts to desecration. 
North Korea has suspended 
work and demanded an 
apology for the “destroyed" 
newspapers found in waste- 
baskets at the quarters of 
South Korean workers. 

South Korea yesterday 
said it was delaying the 
planned visit of a survey 
team to the nuclear reactor 
site in North Korea because 
of concerns for their safety 
after it refused to apologise. 

An international consor- 
tium, led by the US, South 
Korea and Japan, is build- 
ing two light-water reactors 
on North Korea's east coast 
as part of a 1994 deal under 
which Pyongyang promised 
to abandon its suspected 
nuclear weapons pro- 
gramme. 

Although North Korea has 
not threatened the 108 
South Korean workers and 
two foreign- ministry offi- 
cials at the site, it has 
restricted them to their com- 
pound in violation of an 
agreement between Pyong- 
yang and the. international 
consortium, the Seoul gov- 
ernment said. 
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at 40 mph 


Today we’ll be cruising a 
at an altitude of three 


Fasten vow seat belt and relax because the Emirates service starts where your journey docs. 

As a First or Business Class passenger, you can enjoy our Complimentary Chauffeur Drive Service to and from the airport in 
London. Manchester. Hong Kong, Singapore, Jo’buig, Rome, Nice, Paris, Zurich and anywhere .in the UAE * 

So next rime you fly Emirates, why not board at your front gate? 
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Israeli prime minister under fire over botched assassination attempt in Jordan 

Critics round on Netanyahu 


By Avi MactiEs and Judy 
Dempsey in Jerusalem 

Israeli prime minister 
Benjamin Netanyahu yester- 
day faced growing criticism 
over the recent botched 
attempt to assassinate an 
Islamist leader in Jordan, 
allegedly by Israeli agents. 

The Israeli government 
has remained silent on the 
issue, although it has 
become a major domestic cri- 
sis. Opposition members and 
security officials have 
demanded to know why 
Israeli agents carried out an 
attack on the territory of its 
closest Arab ally, Jordan. 

Meanwhile Canada recal- 
led its ambassador from 
Israel at the weekend in a 


row over the use of forged 
Canadian passports by two 
alleged Mossad agents 
detained In Jordan after the 
attack on Khaled Meshal, a 
Jordanian-based leader of 
Hamas, the Islamic Resis- 
tance Movement, 

Lloyd Axworthy, Canada's 
foreign minister, said Can- 
ada had evidence that Israel 
was behind the assassination 
attempt 

According to media 
reports, Mr Netanyahu 
ordered the operation 
against the recommenda- 
tions of security officials in 
retaliation for recent suicide 
bombings by Hamas . Some 
opposition members called 
on Mr Netanyahu to resign, 
if charges of Israeli involve- 


ment in the affair were true. 
Others appealed to the gov- 
ernment to set up a commis- 
sion of inquiry. 

Ze'ev Schiff. a leading 
commentator far the Israeli 
daily Ha'aretz, said the move 
“must go down as one of the 
worst operational failures in 
the history of Israel's intelli- 
gence services'’. 

Mr Schiff said the move 
dealt a blow to Israel’s rela- 
tions with Canada and Jor- 
dan. “In well ordered coun- 
tries, prime ministers and 
cabinet ministers resign over 
such things, not just the 
intelligence chiefs,” wrote 
Mr Schiff. 

In one of the few state- 
ments issued yesterday by 
the government it accused 


the media of “false charges” 
without addressing any of 
the allegations. In addition, 
the statement rebuffed 
charges that Mir Netanyahu 
was personally responsible. 

King Hussein of Jordan, 
balancing Arab outrage and 
Israeli sensitivities, said the 
assassination attempt was “a 
reckless act . . carried out 
by a party with no faith In 
peace." 

President Mubarak of 
Egypt yesterday attacked Mr 
Netanyahu's policies. "There 
are real fears that the lack of 
confidence between all sides 
will continue because of lax, 
inadequate policies that lack 
any sense and are not for- 
ward-looking,” he saidl- 
. Meanwhile, Sheikh Ahmad 


■ &+ 

V>'V -'V-fe-yV. 
; T ^ V 






Yassin, a Hamas founder 
released from Israeli custody 
last week, said he would 
return to Gaza today after 
being deported to Jordan. Mr 
Yassin said he was willing to 
coexist with Israeli Jews "In 
brotherhood and co-opera- 
tion and co-existence, on 
condition that they do not 
■gobble up our rights". 

The Hamas leader’s state- 
ment of moderation sharply 
contrasted with recent 
Hamas policy. The move- 
ment has killed scores of 
Israelis in suicide bombings 
in recent years in an attempt 
to torpedo Israeli-Palestinian 
peacemaking. It is still 

imcigar whether his remarks „ , . .. 

will be accepted by other Netanyahu yesterday: facing dema nds for his resignation 
Hamas leaders. after Mossad operation went wrong r«i 


Peace dividend passed in Ugandan killing fields 

The change of regime in Congo has failed to end a murderous campaign against Christians, writes Michela Wrong 


T he planting season 
has arrived in Kiban- 
dama, but •W illiam 
Katya is not tending his 
fields. Like the 600 other res- 
idents of this Ugandan vil- 
lage on the slopes of the 
Mountains of the Moon, he 
has moved to the valley 
town of Rflembe, where he 
sleeps on a workshop floor. 

He left because raids by 
rebels belonging to the 
Allied Democratic Forces 
(ADF) had become more vio- 
lent. Three male relatives 
were abducted, then a step- 
brother was hacked to death. 

The final, gruesome straw 
came when the rebels - 
many of wham are Moslem 
fanatics - left a victim's 
head perched symbolically 
on the altar of the local 
church. "The whole village 
is deserted now. All of us 
have descended to the val- 
ley." 

When Laurent Kabila’s 
forces seized power in the 
Democratic Republic of 
Congo with the backing of 
Rwanda and Uganda, diplo- 
mats predicted the two 
nations' reward would be 
peace in their frontier 
regions, long plagued by 
insurgencies which enjoyed 
the blessing of the late Presi- 
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Fort Portal Kampala, 




dent Mobutu Sese Seko. 

The reverse appears to be 
file case. 

Deprived of a friendly 
host, its arms supply lines to 
Sudan cut, the increasingly 
desperate ADF has gone on 
the rampage. It has simulta- 
neously recruited from the 
exiled Hutu Rwandan army, 
Mobutu's Forces Armees Zal- 
reoises and other armed 
groups displaced by Mr Kabi- 
la’s sweep through the Great 
Lakes to form a jumbled col- 


lection of fighters united 
only in their antagonism 
towards the Ugandan leader- 


Far from reaping a peace 
dividend, Kampala is now 
battling to control insurgen- 
cies on two fronts - the 
Sudanese-backed Lord’s 
Resistance Army in the 
north and the ADF In the 
south-west 

"We were expecting thing s 
to move more smoothly,” 
says Father Albert Byaru- 


hanga. an adviser to Presi- 
dent Yoweri Museveni who 
comes from the south-west 
"When you are coming out 
of a troubled period there is 
always that over-anxiety to 
see quick returns.” 

While the ADF campaign 
so far fans short of the bru- 
tal standards set by the long- 
running insurgency In the 
north, it Is showing a worry- 
ing capacity for escalation. 
In a series of hit-and-run 
attacks since last November, 
it has brought fear to three 
provinces. 

Under the nose of the 
army, members of what one 
Ugandan minister dubs the 
“Alliance of Devil Forces” 
have laid mines, ambushed 
vehicles and abducted scores 
of villagers, forced to become 
fighters or work as porters. 

Foreign aid workers have 
pulled out, development pro- 
jects have been halted, 
schools closed, crops are not 
being harvested. The World 
Food Programme estimates 
that 80.000 Ugandans have 
left their villages to camp 
around the towns of Bundi- 
bugyo, Nyahuka, Kasese and 
Fort Portal, dependent on 
food aid. 

Western embassies warn 
against travelling to the 


area, located close to several 
popular game parks. Walk- 
ing and climhing expeditions 
ipto the Mountains of the 
Moon, the snow-capped 
range which Ptolemy 
believed to be the source of 
the Nile, have been 
scrapped. 

"The ADF do not represent 
a threat to the government,” 
says a Kampala-based diplo- 
mat. "But they can hurt it 
by making these areas less 
secure, hitting tourism rev- 
enue and forcing the govern- 
ment to keep spending on 
defence.” 

The group's capacity to 
cripple the south-west is all 
the more surprising given 
the motley nature of its 
make-up. its size and the 
sketchy nature of its politi- 
cal credo. 

Estimated at between 600 
and 1.000 men, it is a coali- 
tion between members of the 
Moslem Tabliq sect who Qed 
into former Zaire when their 
camp in west Uganda was 
overrun In 1984 and the 
National Army for the Liber- 
ation of Uganda, which for 
years ran a low-level guer- 
rilla campaign from the 
Ruwenzori mountains. 
Unemployed youths are 
recruited with promises of 


four-wheel drive vehicles, 
prestigious jobs and villas in 
Kamp ala once Mr Museveni 
- who the group lambasts in 
its handwritten leaflets as "a 
Rwandan who is bleeding 
the country dry” - is over- 
thrown. 

But in contrast with the 
Lord’s Resistance Army 
which, officials now admit, 
enjoys a level of collabora- 
tion from the Achbli inhab- 
itants of the neglected north, 
there Is no bedrock of local 
support. 


A trocities against 
church people - sem- 
inarists have been 
buried up to their, necks 
with Bibles stuffed in their 
mouths, clerics have been 
killed and decapitated heads 
placed inside churches - 
have revolted an overwhelm- 
ingly Christian population. 

"There is no political clar- 
ity to their movement,” says 
Ndiwa Chemasuet, district 
commissioner in Fart Portal. 
"The fact that they are 
obliged to abduct people 
shows they cannot spontane- 
ously persuade people to join 
their movement” 

In early August Mr Muse- 
veni promised 3.000 troops to 
combat the insurgency. But 


' it took until late September 
for the first reinforcements - 
soldiers trained by visiting 
US experts in peacekeeping 
techniques - to muster in 
Fort PortaL 

Lieu tenant- Col on el 
Charles Angina, running th£ 
army’s operation in the 
south-west, says that until 
he has tho^ reinforcements 
he cannot dominate thin rug- 
ged terrain. 

Even once those troops 
materialise, the continuing 
chaos across the mountain 
ridge may prevent a final 
reckoning. There Mr Kabi- 
la's anti-Mobutu alliance is 
unravelling, the Rwandan 
army has largely pulled out 
and establishing law and 
order seems an ever more 
distant dream. 

"Whenever you put a lot of 
pressure on the ADF they 
have a fallback position in 
the Democratic Republic of , 
Congo, not because the gov- i 
eminent there supports 
them but because Kabila has 
not yet consolidated his posi- 
tion,” says Lt Col Angina. 

For him the solution Is 
clear; a joint Ugandan-Con- 
golese military operation . 
conducted on both sides of 
the border to wipe the threat 
out for ever. 


Global 

steel use 

up 4.5% 
this year 

8y Stefan Wagstyl, 
Industrial Ecfltor 


World steel consumption 
will rise 4.5 per cent this 
year to a record 695m tonnes 
because of strong economic 
growth, notably in. Latin. 
America, according to a. 
report: published today. \ 

- ' Steel. use will grow- further. 
In 1998, a sixth successive' 
year of expansion, says . Mr 
Lenhard Holschuh, secretary 
general ' of the : International 
Iron and Steel Institute, an 
industry-funded V; research . 
organisation. 

Demand is growing-fastest 
in Sooth America; where .ft 
is likely- to rise 12 per cent 
this year, led by lncreases-in 
Brazil and Argentma,says 
Mr Hatscbuh in a report : to 
the institute’s annual confer- 
ence in Vienna today. 

' In western Europe, eco- 
nomic recovery has boosted 
steel demand, which rise 
by T.7 per coot this year. Mr 
Holschuh said there was 
growing optimism. Economic 
activity had been damped. by 
monetary and fiscal 
restraint, as candidates for 
membership of the single 
European currency, tried to 
meet the convergence crite- 
ria td qualify for entry. In 
particular, the depreciation 
of the currencies of prospec- 
tive Emu members had pro- 
moted export-led growth in 
motorsand engineering. 

- In central and east mi 
Europe demand fe forecast to 
grow by 4-5 per cent this 
year and in file : farmer % 
Soviet: Union, fiie recent 
drastic decline “appears to : 
haro bottomed out" • 

In Asia, a downturn in 
Japan and Thailand is being 
offset by growth -in- China, 
South Korea and Taiwan. 

. In North America, - steel 
demand is being led by 
strong eronumic growth in 
the US, coifipbuhded by 
increases of more than 10 
per cent in consumption in 
Mexico and Canadal 
The institute . .expects 
world demand to continue 
growing steadily by about 
15 m tonnes a year. 


Introducing Sheraton Smart rooms 


CORRECTION 



(JUST RELAX) 


The overnight cure to executive stress. 


We know what business trips can be 
like. We also know that being out of 
the office often means being out of 
touch. That's why we've introduced 
something unique and exclusively for 
the European business Traveller. We 
call them Smart Rooms™. They’re 
designed not just as luxurious bed- 
rooms, but as fully functioning offices 
as welL 

-Large desk with enough space to 
work and think 

- Credenza with easily accessible 
power outlets 

- Primer/Fax/Copier that is easy to use 

- Dual line speaker phone with 
integral modem jack 

■ Telephone with an extra long cord 


* High intensity, purpose built angle 
poise lamp 

- Large, comfortable beds 

- Ergonomically designed business 
chair 

- Oversized easy chair with ottoman 

- Full range of business essentials on 
credenza 

So whenever you plan a business trip 

in Europe, do the smart thing. And 

don't forger the American Express 



Sheraton 

HOTELS & RESORTS 

TPT 


Card which 
can also earn 
you valuable 
Membership 

Rewards fig. jjjQj-g 
Points, (ust 

Ci 

call ITT Sheraton or your 
travel agent and ask for the Sheraton 
Smart Room™. Then you can leave 
the office without leaving work. 

For reservations and information, call 
your travel professional or ITT Sheraton 
toll free: U.K.: 0800353535, Germany: 
0130553535, Italy: 157835035, France: 
0800906535. Belgium: 0800 13535. Ask 
for the Sheraton Smart Room and 
guarantee your reservation with the 
American Express Card. 


Cards 


The State of Sao Paulo is selling its electric-power plants to private 
investors, the largest transaction of its Kind ever carried out in the world, 
involving the sum of US$ 34 billion and drawing major, investors 
interested in the purchase of CESP, CPFL and ELETROPAULO. 11 
In what concerns CPFL - the fourth largest electric-poweF distributing 
company in the country, with 1 6 thousand GWh sold per year- the data 
room is available to those interested, up until the eve auction sate which 
will be held on November 5, 1997. 

As to CESP and ELETROPAULO, Government advisors are currently 
concluding valuation and mode-of-sale studies for initiation of the selling 
process in January of the coming year, when the subsidiary of those two 
enterprises are placed on the private market. From March 1998, the 
electrical energy generation companies will start being sold. 
Prospective buyers can obtain further information by telephone: 
55 11 257-3291, by fax: 55 11 258-8084, through the Internet 
http://www.energia.sp.gov.br 
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REPUBLIC OF LEBANON' 

MINISTRY OF MUNICIPAL AND RURAL AFFAIRS 
COUN CIL FO R DEVELOPMENT AND RECONSTRUCTION 
EMERGENCY RECONSTRUCTION AND REHABILITATION PROJECT FOR LEBANON < 

SOLID WASTE SECTOR -•••*• 

INVITATION FOR TENDERS 

CAZA OF TRIPOLI . . . . . .. , ^-y v . 

SUPPLY OF LANDFILL. Mobile equipment 

Tlie Re public of Iebmon has received funding from the International Bank for ReamrtmfqM. intl P wlq mnrt 
0BRD) tewards Die cost of the “Emergency Rccoagtractfonand Rehabffltatfon Project for yfjntt* 

and It is intended that parts of the proceeds of tins loan: will be applied to eligible payments far the above nirarinmuT' 
contract for the caza of Tripott. 

The Council far Development and Reconstruction (CUR) invites sealed bids from eligible bidders far the supp ly of 
landfill mobile equipment, namely 1 landfill compactor, 1 trackloader, 1 wheel loader, and 1 water tank track 
Kdders can present offers for one, two, three, or the whole set of the required mobile equipment 
This project will be a dmini strated try CPU, h-ed npaw tfre WwM toft giH« k Hwet. 

Contractors who »— ”» mtwmmAy b— rf— n» r — t~*A*~* - rr » 1 - f- r ty, r dhnm anraliiinml pririi-tt and 

will be subject to post-qnaUflcation according to the criteria to be stated in the bidding Aw. * The bid::t»g - 
documents are available for collection at CDR offices against the sura of USS 200 (two hundred) In the fishT&a 
banker's certified check In the name of the Council for Development andH«HMtr»rili» t — 

August 20 * 1997. The Tender Documents that were retrieved by bidders In Angnst 1997, mrr, \ r.* 

The prepared offers are to be returned before twelve o’clock noon (local time) on. Friday October 2^ 1997- at tie ‘ : 
following address; The Councfl for Development and Rec ons trnctkaa.- Taltot el s«-«q _ - 

The bid opening wffl take place at the CDR on Friday October 24*, 1997 at twelve o’clock nooatnocal timel - '-irgF&a 
Further information may be obtained from: The Conned for Development and Reconstruction - 
Rdrut, Lebanon- Phone: 96 1-1-643 9S8/1/2/3 - Facsimile: (961-1)964494 -'647947 . *’ V :» £3E3?feS'd 
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NEWS: THE AMERICAS 


Big test for Clinton tries to calm storm over climate 

B T’£i a i • i i •,* : .■’■■‘■■"v . their environmental policie 

vJ O Dartv *? chm S a deal with US ff t ^SfUS£,?SL“ 

industry on greenhouse gas '.:A- ETMTSS 

flhanpo Kill emissions is crucial to Kyoto '"V 

AlliailCC 11111 talks, says Leyla Boulton I MlHIffci nUSSSi.^ •“* 


By Gerard Baker 

*n Washington 

A legislative attempt to limit 
US political donations from 
big contributors feces a vote 
taniorrow that could kin it 

Tie Senate will vote on an 
. amendment to the McCain- 
Feingold btn, a measure that 
seeks to limit so-called “soft- 
money" contributions - 
unregulated donations Tr»>da 
to political parties, rather 
than to specific campaigns. 

The a me ndment, proposed 
by Republican opponents of 
the bill, would require every 
member of a labour wnini^ to 
give written permission 
before union dues could be 
used to fund political cam- 
paigns. The proposal is, in 
effect, a “killer amendment”; 
if passed, ft will make the 
bill itself unacceptable to 
virtually all Democrats, who 
have hitherto been the main 
supporters of the measure. 

‘If we lose, this 
issue is not 
going away’ - 
Senator McCain 

Senator John McCain, an 
author of the b£Q and one of 
the few Republicans to sup- 
port it, acknowledged yester- 
day the amendment was on 
a knife-edge, but vowed to 
press ahead with reform in 
any case. “1 think it's going 
to be a very dose vote," he 
told CBS News. “If we lose, 
this issue is not going to go 
away because the American 
people win hear more and 
more information about 
scandals and illegalities and 
im pr o pri e ti es. " 

The main bill requires at 
least 60 votes to override 
attempts by opponents to fil- 
ibuster. Though an over- 
whelming majority of the 
Senate's 55 Republicans 
oppose the. bill, it had 
seemed that enough were 
prep a red to side with the 45 
Democrats to get it passed. 


But the amendment, 
which would radically 
reduce the money the Demo- 
crats receive from unions, 
seems likely to draw more 
support among Republicans, 
if it secures ww«iigh backing, 
Democrats will certainly 
oppose the amended bill, 
ensuring it is defeated. Mr 
McCain needs at least four 
other Republicans to oppose 
the amendment but, as of 
yesterday, he had only 
enlisted two or three 

Meanwhile, Republicans 
continued to attack the deci- 
sion last week by Janet 
Reno, the attorney general, 
not to appoint an indepen- 
dent counsel immediately to 
investigate allegations of 
campaign finance contribu- 
tions by President Bill Clin- 
ton and Vice-President A1 
Gore in last year's elections. 

On Friday Ms Reno 
extended the preliminary 
i nvest igation into Mr Gore's 
activities that could lead to 
the appointment of a special 
prosecutor. But, in doing so, 
she explicitly rejected most 
of the allegations matte by 
Republicans against the two 
men. 

She told Republicans that 
in only one area - the 
alleged improper use of 
White House telephones to 
solicit funds - was there 
even the possibility of 
wrongdoing. AH other allega- 
tions - mainly that the pres- 
ident had taken contribu- 
tions from supporters in 
exchange for improper 
access to the White House - 
were without foundation. 

“She sounds like a defence 
attorney for the Clintpn- 
Gore administration, " said 
Don Nickles, a leading 
Republican senator. 

hi a new development yes- 
terday Time magazine 
reported that meetings 
between Mr Clinton and 
campaign donors were video- 
taped by the White House. 
Though the sessions were 
only partially recorded, the 
tapes may provide evidence 
for the Inquiry. 


P resident Bill Clinton 
today gathers 200 busi- 
ness chiefs, local poli- 
ticians and scientists at the 
White House to thrash out a 
US policy on climate rhangp ; 

Domestically, the minting 
is an important test of Mr 
Clinton’s ability to produce a 
plan to cut greenhouse gases 
in the face of fierce lobbying 
by industry and the Republi- 
can-dominated Congress 
against any reductions. 

The European Union has 
challenged Washington to 
endorse its target of a 
swingeing 15 cut per cent in 
industrialised countries' 
greenhouse gas emissions 
from 1990 levels. 

In general round the 
world, the Washington meet- 
ing is viewed as a litmus test 
for the success or failure of 
international talks in Kyoto, 
Japan, in December when 
representatives from some 
| 170 countries sign a protocol 
on specific emissions reduc- 
tions. 

“Those who want to see 
action [in Kyoto] should 
stress the importance of the 
meeting becoming a catalyst 
for serious debate in Amer- 
ica," says Robin Cook, the 
UK foreign secretary. Indus- 
trialised countries, including 
the US, last year undertook 
to agree at Kyoto to legally- 
binding cuts in greenhouse 
gas RmlMrinng from 1990 lev- 
els by 2010. including carbon 
dioxide from the horning of 
fossil fuels. 


But most rich countries, 
with the exception of Britain 
and Germany, show no sign 
of living up to a preliminary 
goal of stabilising emissions 
at 1990 levels by 2000, and 
the US is the biggest culprit 
of all. 

The EU is closer to achiev- 
ing the 2000 target, partly 
due to reasons that have 
little to do with the environ- 
ment, such as the UK’s polit- 
ical decision to shrink its 
coal industry and Germany's 
closure of large chunks of 
industry in its former com- 
munist east 

The stance of the US at 
Kyoto is crucial. The US 
accounts for 22 per cent of 
the world's carbon dioxide 
emissions, the world's big- 
gest single source, and it is 
the only country with the 
diplomatic clout to forge an 
international consensus at 
Kyoto. 

Claiming "everything Is 
still in play”, the White 
House will only say the pres- 
ident plans to unveil the US 
proposals for Kyoto in time 
for preparatory talks in 
Bonn at the end of the 
month. 

In seeking to tackle what 
he describes as the world's 
most serious environmental 
problem. Mr Clinton is try- 
ing to steer a course between 
the demands of Congress 
and US industry lobbyists, 
and environmental activists 
and US partners in Europe. 

US industrialists have 
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Some of the 15,000 wind turbines to be found in California. But not all US industry is 
convinced of the need to curb the use of fossil fuels ufm 


spent over $10m in the past 
month on advertising 
against any reduction in 
greenhouse gases. 

They claim that any cuts 
in emissions by industria- 
lised nations that are not 
mirrored by obligations for 
fast-growing developing 
nations, such as China, will 
hurt US jobs and living stan- 
dards. 

The Senate has even put 
this in writing; this s umme r 
it approved a resolution vow- 
ing to block any US cuts not 
accompanied by obligations 
for developing countries by 
3010. 

This is why the US plans 
to press developing nations 


to sign up to emission cuts 
in Kyoto, in violation of 
another commitment last 
year by industrialised coun- 
tries to leave action by the 
rest of the world to subse- 
quent negotiations. 

The US approach has 
prompted environmental 
groups and European coun- 
tries to express fears that 
Washington could wreck the 
Kyoto conference. 

“It is morally untenable 
that the US government 
should be held to ransom by 
industry and oil lobbyists," 
says Robin Pellew, the UK 
director of the World Wide 
Fund for Nature. 

“It is correct to say that in 


15 years' time, C hina will 
have emissions as high as 
the US," says Jorgen Hennlg- 
sen. the climate change 
negotiator for the European 
Commission in Brussels. 
“But there are five times as 
many Chinese, and their 
emissions per capita will be 
only 20 per cent of those of 
America." 

But other experts argue 
that such criticism misses 
the point on what the world 
can realistically expect from 
the US. 

“What the world wants 
from the US it cannot have," 
says Tom Burke, a former 
bead of Friends of the Earth 
who advises companies on 


their environmental policies. 

Such “realists” argue the 
world win be lucky if the US 
undertakes to stabilise emis- 
sions at 1990 levels by 2010. 
The US Department of 
Energy estimates even this 
would require a huge effort 
on the part of the US. 

This is because it would 
mean reversing growth In 
emissions which has already 
put the US 11 per cent above 
1990 levels and which would 
otherwise grow by another 
14 per cent between now and 
2010 . 

The department says that 
although it would not affect 
overall economic growth, the 
stabilisation target would 
require a big increase in 
research and development 
into new technology and a 
big drive to increase energy 
efficiency. 

The US wants Kyoto to 
find ways to allow western 
companies and governments 
to finance emission cuts in 
developing countries. These 
could include a system of 
international trading in 
penults to emit carbon diox- 
ide. 

The US's own system of 
trading permits for sulphur 
dioxide, which causes acid 
rain, has cut pollution abate- 
ment costs beyond all expeo 
tations. 

But Washington's propos- 
als are still viewed by critics 
as a ruse to allow rich coun- 
tries to continue growing at 
the expense of poorer ones. 

President Clinton can take 
a first step to overcoming 
such resistance by producing 
a credible national action 
plan. 

Only then, says a German 
official involved in organis- 
ing the pre-Kyoto talks in 
Bonn, “can we really start to 
negotiate”. 


New resting place for a dinosaur named Sue 


By Richard Tomkins in New York 

A dinosaur named Sue changed 
hands for $7.6m at the weekend 
after McDonald's and Walt Disney 
helped a Chicago museum top the 
bidding for the fossilised beast at a 
Sotheby’s auction in New York. 

Some 65m years after her death, 
and seven years after her rediscov- 
ery in South Dakota, the Tyranno- 
saurus Sex will now find a new 
resting place in Chicago’s Field 


Museum of Natural History. 

Thanks to her corporate spon- 
sors, however, her likeness will be 
seen by millions elsewhere. 
McDonald's plans to make two 
life-size copies and exhibit them 
around the world, while Disney 
intends to put a replica in Disney’s 
Animal Kingdom at Walt Disney 
World in Florida. 

“We see t his as McDonald's gift 
to the world for the millennium,” 
said Jack Greenberg, chairman 


and chief executive of McDonald’s 
USA. 

The dinosaur, named after Susan 
Hendrickson, the palaeontologist 
who discovered her. Is the biggest 
and best preserved example of a 
Tyrannosaurus Rex yet found, and 
the first to be sold at auction. 

Her remains suggest she had a 
tough life. She frequently sus- 
tained wounds, and in her later 
years, suffered from gout. Teeth 
marks across her 5ft long skull 


suggest she died in combat with 
another T-Rex. 

She was discovered in 1990 dur- 
ing a field trip by the Black rail 
Institute for Geological Research, 
a commercial fossil dealer based in 
Hill City, South Dakota. Black Hill 
paid $5,000 for her remains to 
Maurice Williams, owner of the 
land where she was found. 

The Black Hills team exhumed 
the atimranr and moved it to ran 
City. But two years later, federal 


investigators accused Black anils 
of taking a fossil from land within 
an Indian reservation without fed- 
eral permission. 

Government officials took over 
the institute and confiscated Sue. 
After a long series of court cases, 
the government’s action was 
upheld. But ownership was 
assigned to Mr Williams, and an 
auction was determined as the 
best way of deciding how much he 
should receive. 
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Blair aims to improve relationship with Yeltsin and Russian industry 


Premier boosts ties with Moscow 


By John Kampfner and 
John Thomhai In Moscow 


Tony Blair, the British prime 
minister, began his first visit 
to Russia last night by lob- 
bying for UK companies and 
assuring his hosts of full sta- 
tus among the world’s lead- 
ing industrialised nations. 

Over dinner with Anatoly 
Chubais and Boris Nemtsov, 
first deputy prime ministers, 
Mr Blair also discussed 
details of a deal to raise the 
ceiling of export guarantees 
by £500m (5810m). 

With Britain hosting the 
annual get-together of the 
G7 group of industrialised 


nations next year, Mr Blair 
made clear that the forum 
would officially he known as 
the Group of Eight, with 
Russia playing a full role. 

Mr Blair win use talks in 
the Kremlin today with Pres- 
ident Boris Yeltsin to try to 
cement a warm personal 
relationship. The two had 
met twice since the British 
general election in May, in 
Paris and Denver, Colorado. 
German and French leaders 
have been far more success- 
ful than their British coun- 
terparts in recent years at 
cultivating personal relation- 
ships with Mr Yeltsin. Brit- 
ish officials suggested that 


John Major, the previous 
prime minister, had not been 
able to find time to focus on 
the personal and informal 
sessions that have been so 
important in Mr Yeltsin’s 
relations with, for eTampio 
Chancellor Helmut Kohl of 
Germany. The Foreign Office 
has advised Mr Blair of the 
importance of trying to 
establish a strong persona] 
rapport with Russia's leaders 
to help maximise the UK's 
influence in eastern Europe. 
“Russia is a deeply personal 
country and it Is a weapon 
we were light on in the 
past," said one senior British 
diplomat. 


On his first visit to 
Moscow, Mr Blair might find 
It hard to relate personally 
to Mr Yeltsin, who is more 
than 20 years his senior. But 
Mr Blair should have more 
common ground with Mr 
Chubais and Mr Nemtsov, 
who are spearheading the 
Russian reform drive. Both 
Mr Chubais and Mr Nemtsov 
are of the same generation 
as Mr Blair and both are flu- 
ent in En glish . 

Mr Blair and Mr Yeltsin 
will also sign a memoran- 
dum broadening cross-bor- 
der co-operation in the fight 
against organised crime. 

In his discussions with Mr 


Nemtsov and Mr Chubais. 
Mr Blair was keen to discuss 
investment prospects for 
Britain’s largest companies. 
British Petroleum is believed 
to be in negotiation with 
Sldanco, a big Russian pri- 
vate sector company, to 
launch a joint bid for Ros- 
neft. Russia's last big state- 
owned oil company. During 
a meeting in Brighton, on 
England's south coast, last 
Thursday Mr Blair was 
urged by John Brown. BP 
chairman, to seek assur- 
ances that the tender pro- 
cess would be open and that 
the proper legal guarantees 
would be in place. 


Government to offer help for 
defence industry consolidation 


By Alexander NicoU, 
Defence Correspondent 


The government will today put 
pressure on the defence sector to 
restructure and consolidate. At a 
meeting with industry chiefs, George 
Robertson, the defence secretary, 
will offer government help to ration- 
alise the industry. 

Mr Robertson will tell the National 
Defence Industries Council, which 
brings together the government and 
suppliers to discuss procurement 
issues, that the European industry 
must “rationalise or die”. The meet- 
ing is part of a long consultative 
process on the strategic review of 
Britain's military requirements, 
which will finish next year. 

Mr Robertson is expected to invite 
ideas from the private sector on how 


to slim capacity. While officials said 
it had no intention of “picking win- 
ners”, they also said defence equip- 
ment was not a truly free market 
because of the strong position of 
governments as buyers. 

The government, has determined 
that it must take an activist 
approach to the industry now that 
restructuring bas left the US with a 
handful of large defence and aero- 
space groups, including Boeing, 
Lockheed Martin and Raytheon, at a 
time when new customers bave 
appeared in the armaments market, 
both in eastern Europe and in Asia. 

It fears that, in the longer-term, 
smaller European companies will be 
unable to compete for large con- 
tracts against the American giants. 

British defence companies are 
likely to say that rationalisation is 


not entirely in their hands given the 
large state holdings in continental 
manufacturers, especially in France, 
which has delayed key steps towards 
a Europe-wide consolidation. 

The UK companies are also likely 
to argue that they have been among 
the strongest advocates of European 
rationalisation. British Aerospace, a 
member of the Airbus Industrie con- 
sortium. said yesterday: “We have 
long advocated the need for Europe 
to restructure and consolidate. The 
speedier the better." 

Mr Robertson has already held 
talks with Volker Rube, Germany's 
defence minis ter and others about 
rationalisation. He will also try to 
achieve greater co-ordination 
between European procurement pro- 
grammes so that manufacturers are 
not trying to meet a host of differing 



Defence secretary George Robertson 


specifications in relatively small 
European government contracts. 

Officials said the £40bn ($&L8bn) 
Eurofighter project offered scope for 
economies if contractors co-operated 
more closely. The government 
believes the restructuring of Airbus, 
the European commercial aircraft 
grouping, into a single corporate 
entity should be achieved rapidly. 


Regions warned on investment rivalry 


By Arkady Ostrovsky 


Sir Colin Marshall, chairman 
of British Airways, has 
called on the government to 
stop regions “gazumping" or 
over-bidding each other in 
attempts to win inward 
investment. 

Sp eaking as chairman of 
London First Centre. Lon- 
don's in ward -investment 
agency. Sir Colin warned 


against the rivalry between 
proposed regional develop- 
ment agencies which might 
use public funds to lure 
overseas companies with 
finanrial incentives. 

“Competition between the 
British regions for inward 
investment projects is both 
inevitable and. in a free mar- 
ket economy, healthy. What 
is not desirable, however, is 
for one region to gazump 


another after an agreement 
has been reached with an 
overseas investor." Sir Colin 
said in a letter to the Sunday 
Times yesterday. 

“Equally unacceptable is 
the use of public money to 
encourage businesses to relo- 
cate from one part of the 
country to another." he 
added. His warning is under- 
stood to be a response to the 
Welsh Development Agency 


over-bidding north-east 
England for a 3,000-job 
investment by ACER, the 
Taiwanese computer manu- 
facturer. 

The Northern Develop- 
ment company, the eco- 
nomic regeneration body for 
north-east, wants the Depart- 
ment of Trade and Industry 
be made responsible for 
negotiating incentives for 
large investments. 


Last month Tony Blair, 
prime minister, called on 
Margaret Beckett, trade and 
industry secretary, to stop 
regions over-bidding. 

A government paper next 
month will review the distri- 
bution of government 
grants. The review follows 
signs that English regions 
are losing out to the better- 
funded Scottish and Welsh 
development agencies. 


Public 


against 
Emu, says 


survey 


By Wolfgang Munehau 
and David Wigfiton 


A referendum on joining the 
single European currency 
would pose a serious politi- 
cal risk for the government, 
according to new survey 
data, showing that public 
opinion remains overwhelm- 
ingly hostile to the project. 

About 61 per cent of UK 
residents firmly oppose Emu 
according to preliminary 
figures from the Annual 
British Social Attitudes Sur- 
vey, the most comprehen- 
sive of its kind, which is 
conducted by Social and 
Commnnity Planning 
Research. 

The findings will be seized 
on by those ministers who 
argue that the risks of los- 
ing a referendum before the 
next general election are too 
high. 

Since the last election, 
cabinet opinion bas shifted 
towards the view that ster- 
ling should join soon after 
1999 if it does not enter in 
the first wave. 

In particular, Robin Cook, 
the foreign secretary, has 
softened his opposition. 

The supporters of early 
entry argue that a concerted 
campaign by the governing 


Labour party, the opposition 
liberal Democrats and big 
business, would be able to 
persuade voters of Emu's 
merits. 

“The electorate has only 
heard the sceptic case for 
years and could come round 
quite quickly, particularly if 
the Tory party splits on the 
issue," said one pro-Euro- 
pean. minister. 

The chances of such a 
split lengthened yesterday 
as it emerged that the par- 
ty’s shadow cabinet has 
agreed that backbench Con- 
servative MPs would be free 
to campaign against party 
policy in a referendum. 

Paddy Ashdown, leader of 
the Liberal Democrats, 
urges the government tor a 
clear statement of intent on 
Emu in an article in today's 
Financial Times. 


End Emu paralysis. Page 16 


UK NEWS DIGEST 


New deal for 


tunnel freight 


The government has struck a new deal with Englis h, • 
Welsh & Scottish Railway, owned by Wisconsin Central 
Transportation, tor it to take over the Oiannejtunnel . 
from business of British Rail, the former state network 
The new deal will encourage more competition an freight 
g^tpmpntfi through the tunnel, between England and 
France, as well as achieve a substantial Increase m traf- 
fic. It is expected to be more acceptable to the European 
comp etition authorities. Part of the deal would require 
Eurotunnel to cut the rates charged for long-distance rail 
shipments when the present subsidy agreement expires in 
2006. The new terms for the sale of Railtoeight Distribu- 
tion (RfD), responsible tor interna tional shipments _ 
through the Channel tunnel, have delayed clearance of 
the by the European C ommissi on- ' 

Under the revised terms, the company would make its 
trains and crew available to other freight operators. At 
present RfD and French. Railways bave a monopoly 
because they have the only locomotives which have been 
cleared to ran through the tunnel. Charles Batchelor 


NORTHERN IRELAND 


Sinn F£in aims to ‘smash’ union 


M^r Hn McGninness. chief negotiator of Sinn Fein, the 
political wing of the Irish Republican Army, vowed last 
nigh t that republicans would go to peace talks this week 
with the sole intent of aiding Northern Irela nd 's union 
with the rest of the UK. Speaking to a rally in the nation- 
alist hea rtland of f fraUgiand, Mr McQnmnflgg rejected the 
possibility that Sinn Ffeln would accept anything other 
than a united Ireland. “We have not straggled for the last 
27 years against the mi ght of the British government and 
the British military forces to take one step towards con- 
solidating partition of this island- Sinn F6in is not going 
to the negotiating table to strengthen the union - we are 
going to the negotiating table to sm»ah the union." 


MACHINE TOOLS 


Chinese engineers offered training 


Teams of Chinese engineers are to spend op to six weeks 
in factories in the UK as part of a project by Britain’s 
marhtnp tool industry to step up exports to the third-big- 
gest tool-purchasing country. The programme lis being 
organised by the Machine Tool Technologies Association, 
the main trade body tor the UK industry, it will involve . 
engineers from Chinese automotive parts companies - 
being trained in the use of UK-made machine tools. Total 
purchases of machine tools iii China to 1996 came to 
£22bn ($3.5bn), making it the third-biggest consumer of 
tools after the US and Germany. Because of China's rapid 
industrialisation, officials believe that nnvt century it 
could be the biggest market for machine tools - an indus- 
try currently worth £30bn a year globally. Peter Marsh 


HEALTH 


Targets to be revised downwards 


A planned government consultation paper on public 
health shows that targets tor the reduction of smoking 
and obesity will be revised do wnwar ds after indicators set 
in the previous government's Health of the Nation strat- 
egy in 1992 proved difficult to meet Nicholas Timmins 


CONFERENCES & EXHIBITIONS 


NEWS: UK 


Creating the Prodoctive 
Workplace 

Memationa! experts to desip] and 
the oganisational and physical 
management of the writing 
enwonment wil address the 
annual Workplace Comfort Faun 
conference - the fast an the titte 
topic to be held to the UK 
Understar ting the iwdutonary 
changes to working petterrs, 
workplace design and new ways 
of measuring proctoctivify is critical 
to productivity. 


Tel/Fax 0181 731 8280 
Website: 

http^fraespace^trgiruiet/petBr. 

russefll/abacusJitni 

London 


Wnrfcpf ac * C omfort Bonn 


NOVEMBER 4-5 
Linking the Balanced 
Scorecard to Strategy 

Too often rbc Balanced Scorecard 
framework is treated in isolation from 
OnOegif objectives. This conference win 
matte ycmodcwfcp a balanced gcoreca id 


framework that supports the successful 
[ion of Strai 


implementation of strategy. Contact 
Kale Jenkins at Business Intelligence 
Teh 0181 8793335 fax: 0181 879 1122 


LONDON 


NOVEMBER 6 
EVA 

This seminar tack l es the key issues facing 
ccmpfc i n i nyfcm e m ing Economic Vfelue 
Added (EVA I - the shareholder value 
approach which can raise business 
performance by klavfyng and saunong 
the key wealth cresting activities within at 
agnation. Joel Sun. the wtrid recognised 
uhorify go EVA. ootiaia the pradkal sreps 
towards fcKgrattog EVA rat >our company. 
Ocrtaa KueJnkms at Bunas hreOjgmoe 
Tel: 01 81 8793355 Fax: 0181 879 1122 

LONDON 


NOVEMBER 3-5 
EMMSEC 97 European 
Mrfkneda,Mcropiocessor 
systems & Bectranic Commerce 

Theme: “New technology - new buaness". 
With European Commis sion afpon. this 
seventh annual conference and exhibition 
deals with cummcrexil [ tmi i A l anti icscadi 
straregiesn new lt£juiutuii Text stulogiea. 
Contact: EMMSEC97: + 39 50 574536 
Email ennnsec97@qir.it 
http^/eniiRsec97-Cpc.il 

Florence, ITALY 


NOVEMBER 4 
Corporate Citizenship 

Major ccnfootce to examine the rights. 
nHt^jidiliibaDdpiifcopcn ^^a ofhe 
corporatiai <ul to executives in the conduct 
of hiwin>«t Speakus include: Aim Cbrtffle 
(Lrvi Strauss Europe j, Anita Roddick OBE 
(Body Shop). John Drummond (United 
Utilities pic). Geoffrey Bush (Grand 
Metropottm pfc) and Jctm Mcteyte (Centre 
forTcnunow's Compsny. RSAJ 
Comet: Neil Stewart Associates 
Tel: 01 71 222 l28WFax: 1278 
LONDON 


Low Cost Pensions 


A Strategy Forum answering 
four vital questions; 


' How can they be marketed? 


i Haw can they be 
administered? 


• How can they be regulated? 

• How should they be invested? 
A Cityforum super round table, 
sponsors include Watson Wyatt, 
AUTiF and Pensions World. 


Contact: Cftyforun 
lte 01225 466744 
Fan 01225442903 
Bnsin06AB^2Z70@>coiqauservecam 


London 


Russia la Transition: Below the 
Surface - the Challenges and 
Opportunities Ahead 

The Dcm Jones Russian inve stm ent 
Forum addresses key tssuas refctSng to 
the ever-axpendng Russian markets. 
Discussions and qiada) presertatons 
wntacustxr 


• Rssaa's transtoi process 

• Croatian olihe private sector 

• The investment landscape 

• Key cpportoritles 

• CasesJwfcs 

• Identifying It® investment 
{ysenflekfc 

Contact Fiona Stevens, Dow Jones 
Tefc +44 (0)171 8329982 
Fax: +44 (0)171 832 9940 
E+naa: cortferencMt3teAdo«tane&ecm 


DOWJfiNES^ 


New York 


New Products, New Markets, 
New Systems 

Deutsche BOrse AG the operating 
company of DTB and FWB, and 
its subsidiary DKV would Bte to 
invite you to a special workshop- 
cum-exhtottion roadshow 
intended to famifiarise clients and 
interested parties spedficaly with 
what's new In Its 1 lour dMstons, 
on October 8. 1997. 


Mattel Square 

Neuer Markt - the new mark el 
segment for young, innovative, 
high-growth companies gives you 
a chance to have a took at Neuer 
Markt and the listed companies 
on October 9. 1997. 


For l atwM n nMfcn phase 
cal tee ta*poCng sendee: 

+ 4961239844544 


Conferences 
& Exhibitions 


LANGUAGE COURSES 



re 


LANGUAGES 
FOR BUSINESS 


« Tailored tuawn (or business people 

♦ Comes lor individuals and groups 
« h company or at our centres in 

London. Oxford, Brighton and Kent 

♦ Expert teaching in over 40 
languages indudng Engfch 

Rogeot Unguaphone 
5 Percy Street London W1P 9FB 
Telephone: 01 71 637 8041 
Fax: 0171 580 0122 


Conferences 
& Exhibitions 


The International Business 
Relocation Exhibition 
(IBRE ‘97) 

For multi-national companies 
who are considering expansion 
or relocation within or to Britain 
IBRE *97 Is the largest event 
offering the most influential 
opportunity to discover the 
enormous benefits of relocating 
to the UK. 

Exhibition & Conference 
Contact: 

Julian Ffefear or Nar Atom 
Tel: +44181 568 8374 



NOVEMBER 13-14 
The Finance Scorecard 

This conference examines ways m which 
senior finance exec uti ves can, by using 
[he scorecard approach, raid value (o lire 
hininrw. improve ihcir own productivity 
and demonstrate their contribution with 
tangible performance i af ici to iv 
Contact Kate Jenkins at Business 
Intelligence TeL 0181 879 3355 Fax: 
01818791122 

Bndjfc ^/w fc jin g h ii i i rai i n a IT h j ii rm ii 
LONDON 


FAST. EFFECTIVE. AFFORDABLE 


NOVEMBER 13-14 
Financing Energy Infrastructure 

Analysing the new instruments and 
strategies m financing Asia's energy 
mfrwtiuctare contact: Samantha Ledger 
FT Conferences Asia IVsific 
tel: (+65) 323 6373; 
fax: f+65) 323 4725 
e-mail: aainnsytejjcmrsrsi^pirxcoro-sg 
SINGAPORE 


Would speaking your 
Customer s language 
have made the 
difference ? 


offshore 


DECEMBER 2-4 
SHOREX 97 - the i 

wMilt loa and i 

SHOREX brings together offshore 
service providers, intermediaries and 
clients to sbsre the best in offshore 
professional services and offshore 
finance. To attend the conference or the 
ex hi bi tion, contact as on 
Tefc +44 171 482 1 COO Fax: +44 171 482 1 ICO 
Email: HonBlgldtomLCOni 
^BusuressDesig^eHitLONDON 


Did your last meeting overseas go as well as you had 
hoped? No ? Why not ? Did you lose out to a competitor 
who did speak the language of the customer ? 
Don’t let It happen again - 


Call BERLITZ for details of ’Doing Business in' 
French/German/Spanlsh NOW on 

0171 - 915 
0121 - 643 433 . 
0161 - 


131 - 226 7198 


€ma 


Helping the World Communicate. 


To advertise contact Vivienne Eka on +44 171 873 3507 or Fax +44 171 873 3098 


DIVIDEND & INTEREST PAYMENTS 


TODAY 


Abbey National 10.2p 
Do. 8%% Non-Cm. 
2_249589p 

Do. 10%% Non-Cm. 4.1 5p 
Do. 10«% Exch. Cap. Secs. 
£50.3125 
Abbey IR4.6p 

Aoi Ad Promotion FRN. 1998 

$3,171.18 

Avesco 3p 

BEALE 3p 

Beltway 9.5% Cm. Rd. Pf. 

2014 4.75p 

Bespak 7.68p 

British Bloodstock Agency 

2p 

Bucknafl Grp. 0.75p 
Cadbury Schweppes 6.25% 
Nts. 1999 $62.50 
Daily Mail & Gen Tst 2V&% 
Exch. Bds. 2004 £8.06 
EJlis & Everard 6.7p 
Elsevier FI0.29 
Export-Import Bank Jap 
6fc% Gtd. Bds. 2005 $325 
FKl3.5p 

Full Circle Inds. 0.1 p 
Grand Metropolitan 6.25p 
Greenalls Grp. 8% Irrd. 
Unsec. Ln. £4 
Do. 9Vfe% Irrd. Unsec. Ln. 
£4.5625 

Imperial Chemical Inds. 

12.5p 

Jacobs Hldgs. 0.5p 
LASMO 7%% Conv. Bds. 
2005 £77.50 
Low & Bonar 4_25p 
McMullen & Sons 6Vfe% Cm. 
Pf. 3.25p 

Do. 10.5% Cm. Pf. 5.25p 
Mice Grp. 0.06p 


Misys 7.69p 
Morris Ashby 5.9p 
Nippon Credit (Curacao) Fin. 
$3,244.14 

NMBZ Hldgs. ZS0.121 

Do. Ord. ZS0.121 

Parkland Grp. 4_2p 

Pearson Stlg Two 9%% Gtd. 

Bds. 2002 £537.50 

Reed Elsevier Bds. 1999 $75 

Reed Inti. 4.4p 

Safeway 8.125% Bds. 2002 

£81.25 

Siebe 9.8p 

Skillsgroup 1.3p 

Syltone 4.4p 

Tomkins 8.39p 

UK rents (Nol) 9.10% Bds. 

2025 £91 

Wamford Invs. 5p 

Whitbread 9% Unsec. Ln. 

1997/2001 £4.50 


Matthew Clark 15p 
McKay Secs. 4p 
N.E.CA Hldgs. 0-25p 
News Corp. A$0.015 
Do. Pf. Lim. Vtg. A$0.0375 
Norish IRIp 
Quester VCT 0.9844p 
Readymix IR1.56p 
R.EA Hldg. 4p 
Scottish National TsL 2p 
Southern Electric 15.05p 
T1 Grp. 5.1 p 


Lambert Howarth Grp. 2.75p 
New Ireland Hldg. Ir5.13p 
OKI Electric Inds. 7.25% - 

Bds. 1998 Y725.000 
PT BDNl FRN. 2000 $168.67 
WSP Grp. 12p 


FRIDAY OCTOBER 10 


■ WEDNESDAY 
OCTOBER 8 


TOMORROW 


Abtrust Loloyds Ins Tst 
6.45p 

Australian Opps Invst TsL 
0-25p 

Brad & Bingley Bldg. Soc. 
13% Prm. Int £650 
British Assets TsL 1 .16375p 
Capital Shopping Centres 
4.1 25p 

Chase Manhattan Corp. Sen. 
FRN. 2000 $1 51 .58 
City Merchants High Yield 
TsL 2.5p 

Colefax & Fowler Grp. 1.4p 
Far Eastern Textile 4% Bds. 
2006 $400 

Fleming Income & Growth 
Invst Tst 2J25p 
Macfariane Grp. 1 .55p 


Ashtead Grp. 2.93p 

Blade Arrow Grp. 2.8p 

Brit Govt Stocks FHg Rate 

Treas 2001 £1.7171 

Genbel South Africa R0.45 

HSBC Hldg. 2Gp 

Do. Ord. 20p 

KaJon Grp. 2p 

Leo 1 Class B. Mort FRN. 

2035 £2,307.88 

Leo 2 Class B Mort Bkd. 

FRN. 2032 £220.85 

Mid Wynd Inti. Invs. Tst 

4.5p 

National Westminster Bank 

10.6p 

Thornton Oriental Income 
Fund Cap. $0.14 
Witehaw Q.55p 


■ THURSDAY 
OCTOBER 9 
Abbey Natl Treas 1 1 % 
Callable nts. 1998 L550.000 
Bank of Melbourne FRN. 
1997 $15.33 

Irish Permanent FRN. 1998 
£185.58 


Avrren R0.23 
Birkby 6-2p 
Chieftain Grp 1.4p 
CIA Grp. 0.64p 
QondaDdn Grp. Ir2.636p 
Clydeport 1.725p 
Courts 2-75p . 

EMI Grp. AD R. $0.4476 
Gardiner Grp. 0.3p 
Grand Metropolitan AD.R. 
$0.4049 
Greggs lip 

Jones Stroud Hldgs. 5.75p 
Lopex0.4p 

Lothbury Funding 1 A1 Mort 
FRN. 2031 £406.08 
Do. A2 Mort FRN. 2031 
£1,884.90 

Do. B Mort FRN. 2031 
£2,086.54 
Medeva 1.9p 
Orogen Minerals A$0.41 1 
Rank Grp. 5.25p • 
Schlumberger $0.1875 
Slough Estates 3.4p 
Visual Action Hldgs. 1.7p . 
Zetters Gip. 5p 


■ SATURDAY 
OCTOBER 11 
City Greenwich Lewisham 
Rail 9%% Sec. Bds. 2020 
£46.875 

Islington Corp, .12.65% Rd. 
2007 £6.325 


UK COMPANIES 


■ TODAY 

COMPANY MEETINGS: 
Abtrust Lloyd’s Insurance 
Trust, 99 Charterhouse Street. 
E.C., 12:30. 

Ashtead, 30 Fumrval Street, 
EC., 11:30. 


John Uisty. Tfre Recjtetr^ 


Royal Mint Court, EC., f0.-00. 
Mid Wynd International, 1 
Rutland Court, Edinburgh, 
11 : 00 . 

BOARD MEETINGS: 

Interims: 

Andrew Sykes 
Doeflex 
Hughes (TJ) 

Jones Group 
Moss Bros 
Rap Group 


S.E, 12:00. 

Interoute 

Telecommunications, Rowe 
& Maw, 20. Black Friars Lane, 
EC., 11:00. 

Stoves, 20, Fenchurch Street, 
EC.. 12 AO. 

BOARD MEETINGS: 

Finals: 

Halstead (James) - 
Sinclair (Wm) 

Thorntons 

Interims: 

Cobham 
Donat a nt o nio 
Eyecare Products 
Henderson hftghtand Trust 
JJB Sports 

Lambert Smith Hampton 
MSB In ternat i onal 


Interims: 

Albant Investment 
Alexander Workwear 
Brown (N) 

Garbo 
Golds mi ths 
SQentnight 
Time Products 
Utd Overseas 


TOMORROW 
COMPANY MEETINGS: 

Black Arrow, 748. London 
Road, Hounslow, Middlesex, 

12m 

Fleming Enterprise 
Inve s tme nt Trust, 25, 
Copthafl Avenue, EC., 12:00. 
Govett American Smaller 
Companies Trust, Shackieton 
House, 4, Battle Bridge Lane, 


■ WEDNESDAY 
OCTOBER 8 
COMPANY MEETINGS: 
Zetters, Cierkenwe)! 
Conference Centra. 
Ctarkenwefl Green, EC., 
11 : 00 . 

BOARD MEETINGS: 
Finals: 

Bridport-Gundry 
F rogmore Estates 


■ THURSDAY 
OCTOBERS 
COMPANY MEETINGS: 
BMef, Prince of Wales Lane, 
Birmingham, 11:00. 

BOARD MEETINGS: 

Finals: 

SWI 

Chesterton In te r na tio na l 
Cradey Group 
Kier Group 
Interims: 

House of Fraser 
Morgan Grenfell Lathi Am . 


Blackburn, 10:30: 

Danae Investment Trust, 99, 
Charterhouse Street EC.. 
11 : 00 . 

Jones Stroud, The J 

Thistle Hotel, East h 

Airport, Castle Danbigton, 
Derby, 12X30. 

BOARD MEETINGS: , 

Finals: 

BaBBe Gifford Japan 
Wa ter man Pa rt n e rship 
I n terims: " 

BNB Resources 


4 


• -w.i 


Company mootings are annual 
general meetings unless . 
otherwise stated. 


Morgan 

Trw* 


Please note*. Reports and 
accounts are not normally 
available until approximate 
- «br weeks after tner board 


Ted Baker 


meeting tdapprove the 
preBmtoary results, 


■ FRIDAY 
OCTOBER 10 
COMPANY MEETINGS: ■ 
Crown Eyeglass, GJenfleW 
Park, Blekawatar Road, : 


This list is nor necesBarity' 
comprehensive since 
companies are no 
obliged to notify the'; 
Exchange of Imrainerit 
announcements. -. ' 



















It’s just one example of what people do with Silicon 
Graphics systems - collaboration with better results in 
less time. And whether you work alone or in a group, 
Silicon Graphics provides you with the freedom to do 
things you can’t with any other computers. To see new 
and more informative data. To look deeper within 
yourself for better answers. 

People in practically every industry, in nearly every 
comer of the world use Silicon Graphics workstations 
and servers in manufacturing, science, government, 
telecom and entertainment. They are the people whose 
insights turn the ordinary into the extraordinary. 

To find out more about Silicon Graphics, visit our 
web site or telephone +44 7000 SILICON (745 426) 
quoting reference Ping. 
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T he pattern was always 
terrifyingly similar. An 
identical Golf GTi. hav- 
ing mysteriously evaded 
police road-blocks set up to catch 
it. would speed into a busy super- 
market car park. Hooded men 
would leap out, and Ore indis- 
criminately into the crowds with 
a pump-action shotgun. 

As shoppers cowered, the gun- 
men would make a token attempt 
to rob the cash tills. But on more 
than one occasion, what booty 
they seized was later dumped. 

Between the first raid on a gun 
shop in Wavre, south-east of 
Brussels, in 1982, and the final 
attack at a Delhaize supermarket 
in Aalst, north-west of the capi- 
tal. in November 1985, 28 people 
died and hundreds were Injured. 
Panic gripped Belgium and para- 
troopers were posted outside 
supermarkets in armed jeeps. 

Twelve years on, Belgium's 
parliament will this month 
receive a report from the most 
comprehensive inquiry yet into 
one of Europe's biggest unsolved 
murder cases. 


Pressure grows for legal overhaul 


The investigation has heard 
hundreds of hours of evidence 
from 80 witnesses, reviewed 
400,000 pages of documents and 
the latest police work involving 
DNA testing and hypnosis of 
victims. 

But, even now. the report will 
be at a loss to identify the killers, 
or their motives. 

Belgians may see the report as 
yet more evidence of bungling or 
deliberate cover-up by the 
authorities. The case of Marc 
Dutroux. accused of abducting, 
abusing and murdering four 
young girls - and believed to 
have benefited at best from police 
incompetence and at worst from 
protection - brought 300.000 pro- 
testers to Brussels last October 
demanding sweeping legal 
reforms. 

Another paedophile case this 
spring, and revelations of politi- 
cal bribery, have combined with 


DATELINE 


Brussels: Locals 
are becoming 
fearful as criminals 
appear to be 
getting away with 
murder, writes 
Neil Buckley 

the Dutroux affair and Brabant 
killings to convince many that a 
network of sleaze and corruption 
lurks below the surface of Bel- 
gian society and its institutions. 

While the crimes In the 
Dutroux affair An d Brabant kill- 
ings were markedly different, 
there are parallels between the 
handling of the cases. The parlia- 


mentary inquiry commission has 
heard of communication break- 
downs. rivalry among investiga- 
tors, neglect of victims and mys- 
terious destruction of documents. 

Faced with official inability to 
explain the killings, Belgians 
have developed sometimes wild 
conspiracy theories, which the 
latest inquiry set out to investi- 
gate. 

First, and most widespread, 
was the theory that the attacks 
were terrorism carried out by far- 
right groups, Which had militar y 
and police connections and aimed 
to destabilise the state. 

The uncanny ability to evade 
road-blocks, and the fact that one 
attack was timed to coincide with 
a change of shift at the local 
police station, suggested the kill- 
ers had inside knowledge of 
police movements. 

A second theory was that the 
murders were not random, but 


blackmail or revenge attacks an 
individuals linked to so-called 
ballets roses - sex parties suppos- 
edly popular in the upper eche- 
lons of Belgian society in the 
1980s. 

Other lines of inquiry included 
links with Belgium's shooting 
ranges, with former members of 
the gendarmerie, or general 
police force, and other 'politico- 
criminal'’ motives. 

The 1,500-page report to be 
presented to parliament on Octo- 
ber 20 is expected to reject any 
notion that the attacks were 
orchestrated by far-right groups 
or linked to ballets roses- 

The best explanation it is 
expected to provide is that the 
killings were the work of a small, 
extremely violent fringe group 
whose ideology remains unclear. 

But it will suggest that links 
with Belgian shooting ranges and 
former gendarmes - plus the pos- 


sibility of loose ties with right- 
wing groups - should be investi- 
gated further. 

Perhaps more important than 
the report's conclusions will be 
its recommendations for legal 
reforms. 

It will say an end must be put 
to the "wars of the police forces”, 
the rivalry between Belgium's 
judicial police, responsible for 
investigations, the gendarmerie 
and municipal law- and -order 
forces. 

The whole functioning of the 
legal system, hampered by a lack 
of proper training and profession- 
alism, and antiquated informa- 
tion technology, must be over- 
hauled. 

And, third, the report will call 
for modernisation of the police's 
approach to combating, and 
investigating, organised crime. 

The recommendations will 
strongly echo those of a parlia- 


mentary inquiry into the 
Dutroux case, published In April. 
The latest report, says Jean- 
Jacques Viseur. a member of the 
inquiry, will increase the pres- 
sure far reforms. 

In spite of bitter political differ- 
ences over the issue between 
Socialists and Christian Demo- 
crats, Dutch-speaking Flemings 
and francophone Walloons, Bel- 
gium is studying plans to create 
a single national police f orce. 
That say supporters, could form 
the basis for a modernised judi- 
cial system. 

Jean-Luc Dehaene. prime min- 
ister. is. expected to present his 
vision of the future police during 
a state of the nation address 
tomorrow. 

But reforms will do little to 
comfort survivors of the attacks. 

“Our f frar is entrenched." one 
supermarket manager. Injured in 
a 1983 attack at Halle, south of 
Brussels, told the inquiry. 
“Because we know nothing. Not 
who, not why, not how. And it 
could all start up again tomor- 
row.” ^ .... - 


The Monday Profile; Werner Seifert 

Shifting the boundaries 


FT GUIDE TO; 

THE NEW TELEPHONY 


I n a lofty eyrie above Frank- 
furt's stock exchange, Wer- 
ner Seifert, chief executive 
of Deutsche Borse. Europe's 
biggest financial market after 
London, puts down his pipe, 
leans forward and explains how 
to save the German economy. 

“What is important is to have 
an efficient capital market where 
individuals can finance growth 
with capital at the cheapest 
cost." he says. “This can bring 
new dynamism to the economy, 
even change society, if people 
will take mare risks." 

Over the past month, the 4fr 
y ear-old Swiss -bom former man- 
agement consultant has brought 
his ideas to a wider audience, 
sending shock-waves across 
Europe's financial industry' as 
the man at the centre of a new 
alliance between the German 
derivatives market and its 
French and Swiss counterparts. 

The link-up, which involves the 
merger of the Swiss exchange 
with Frankfurt and closer 
co-operation between Germany 
and Paris, is the biggest chal- 
lenge yet thrown down by Frank- 
furt to London's rule as Europe's 
leading trading centre. 

The plan is that members of 
the three markets will trade on 
each other's exchange, with no 
extra charge and on the same 
computer screen - effectively 
creating one large exchange. 

This sharp consolidation of 
Europe’s financial markets is 
viewed by many in the industry 
as an inevitable consequence of 
the approach of economic and 
monetary union. The Deutsche 
Borse and the London Interna- 
tional Financial Futures 
Exchange have been portrayed as 
being locked in a titanic struggle 
for the remaining business. 

Mr Seifert shrugs aside the 
rivalry with London. He prefers 
to see the European alliance as 
an extension of the strategy he 
has employed in Germany in the 
four years since being 
approached by a group of Ger- 



Shunji Nanjo. chief editorial 
writer on Japan's Yomiuri Shlm- 
bun newspaper, has a dream. 

For the past few decades, he 
points out, the yen has punched 
well below its weight on the 
world stage: although Japan is 
the world's second largest econ- 
omy. the yen has never acted as 
a leading reserve currency or a 
key trade reference. 

But now, he suggested at a 
conference of European and Jap- 
anese journalists last week, the 
tide might be turning. 

“It is time for Japan to show 
more regional leadership. In the 
coming years the yen will 
become much more important in 
Asia and the world," he argued. 

The comment is striking - par- 
ticularly since the Yomiuri 
Shim bun is an important opin- 
ion former in Japan. 

Back in the 1980s. when the 
Japanese government strutted 
with confidence on the world 
stage, such calls for greater yen 
dominance were often beard. 
Indeed, some Japanese officials 
dreamed of the yen beco ming the 
Asian equivalent of the dollar in 
Latin America. 

But the collapse of the Japa- 
nese bubble pricked these ambi- 
tions. The use of the yen in the 
world in recent years has fallen. 
The proportion of international 
bond issues denominated in yen 
has halved in the past two years 
(see chart). The yen's weighting 
in central bank reserves, which 
was never higher than 15 per 
cent, has been declining. 

Even Japanese companies 
appear ambivalent about using 
the currency: according to the 
Ministry of International Trade 
and Industry, only 35.8 per cent 
of Japanese exports were yen- 
denominated in March 1997. 





many's leading bankers - led by 
Rolf Breuer, chairman of Deut- 
sche Bank. Germany's biggest 
bank - to take over at Frankfurt. 

The essence of that strategy 
has been the development of 
computer-based trading. In con- 
trast to London, which has stuck 
to its long tradition of open- 
outcry where hundreds of traders 
gather in crowded pits, Mr Seifert 
has steered Frankfurt in the 
direction of electronic dealing. 

This, he explains, has reduced 
the transaction costs and effort 
that bankers and traders face 
when they want to trade. It has 


also enabled Frankfurt to 
“export" its market and grow 
internationally: it has installed 
its computer screens in London 
and Chicago allowing traders to 
deal long distance on the German 
bourse. Last month Vienna asked 
Frankfurt to run its share and 
bond markets. 

Eventually. Mr Seifert’s goal is 
a worldwide, "virtual” exchange 
covering most of the world's 
bourses. With quick and easy 
access to any exchange from 
almost anywhere in the world, 
individual markets would melt 
into the background. 


As technology has improved, so 
Frankfurt has been able to gradu- 
ally cut the cost of trading, piling 
up the pressure on London. Mr 
Seifert's latest project, the launch 
next month of a generation trad- 
ing system, will increase the 
pressure further. 

This is where the more compet- 
itive side of Mr Seifert comes in. 
He studied game theory as part 
of his doctorate in Hamburg 
before working for eight years at 
McKinsey, the m anag ement con- 
sultants. 

“You take the fun out of Liffe.” 
he jokes. “You lure them into a 
[technological] systems competi- 
tion. but then if they switch to 
electronic trading, we beat them 
because we have six or seven 
years’ head start. If they stay 
with floor trading, you hit them 
on the price.” 

This is fitting for someone com- 
mitted to bringing a more effec- 
tive market culture to Germany. 
One of his more memorable 
moments, Mr Seifert recalls, was 
spent sitting at the feet of Fried- 
rich Hayek as the great thinker 
talked through the night 
And in another link to the aca- 
demic world, he played in a rock 
band In the 1960s called Apple- 
ton, after the British scientist 
Mr Seifert's detractors accuse 
him of trying to kill competition 
by swallowing up Frankfurt's 
competitors. But he hits back, 
insisting that his way is the best 
strategy to achieve the most 
effective capital market 
Capital flowing more freely 
between regions and across bor- 
ders would discipline workers to 
be more productive and force 
companies to be more innovative 
and competitive. 

He and his colleagues enlarge 
on this thesis in his book Equity. 
Labour. Growth due out this 
week. A wider public will be able 
to judge if they agree with this 
man's ambitious vision. 

Graham Bowley 


Until recently. I’d never even heard of 
WorldCom. Yet now it seems to be taking over 
everything in its path. How is this possible? 
WorldCom's shock bid for MCI last week signalled 
the beginning of a new era in which nimble new- 
comers. with a sharp appreciation of the way 
technology and competition are unde rmining the 
traditional telephone business, can upstage their 
bigger, more conservative competitors and - prob- 
ably - get away with it. 

What's the new technology and competition yon 
are referring to? 

Well, that’s quite complicated. The new telephony 
brings with it its own jargon, its own dusters of 
acronyms and phrases. On the day it shook the 
industry with its bid for MCI. for example, World- 
Com also bought a CLEC. otherwise known as a 
competitive local exchange carrier. These are 
local US telephone companies fighting for market 
share with the RBOCs. or regional Bell operating 
companies, which until recently have enjoyed 
cosy monopolies. 

CLECs, and other telecoms operators building 
new networks, use fibre optic rahiing rather than 
old-fashioned copper. Between 5m and 7m kilo- 
metres of fibre is laid around the world each year. 
Optical fibres transmit flashes oflight rather than 
electricity with the advantages of capacity - 8.000 
simultaneous conversations can be squeezed an to 
a single strand of glass - or high bandwidth . 

What’s high bandwidth? 

Bandwidth refers simply to information-carrying 
capacity; high bandwidth, or broadband, systems 
are necessary to transmit multimedia: the moving 
video images, high fidelity sound and top-quality 
graphics that will characterise tomorrow's com- 
munications. Broadband is about the transmis- 
sion of digital or computer-based information. The 
traditional telephone network, on the other hand, 
was optimised for analogue transmissions. Much 
of today’s locus is on finding ways of breathing 
enhanced capacity into old networks. 

WorldCom has been installing broadband, fibre- 
optic cabling in loops around important financial 
centres in the US and Europe. For business cus- 
tomers. it makes economic sense to dig up the 
streets and lay fibre into individual buildings. Far 
residential customers, however, high costs mean 
that the local loop , as this final connection 
between subscriber and exchange is called, will be 
copper for the foreseeable future. 

Does this mean that retail customers won’t be 
able to download video and so on? 

Fortunately, technologies exist that enable these 
narrow lanes to pretend to be information super- 
highways. One approach is to install an ISDN 


(Integrated Services Digital Network) line, a fully 
digital connection which does away with the need 
to convert tr ansmis si ons from digital to analogue 
ami ag ain. That can greatly speed up. for 
example, access to the internet. Installation, how- 
ever, is complex and expensive. 

Telecoms operators have been experimenting 
with a technology called ADSL which gives a 
traditional copper telephone line (telephone engi- 
neers call it a UTS or unshielded twisted pair) 
more than 50 times the capacity of a conventional 
UTS. ADSL will be increasingly important during 
the next decade or so as a cost-effective way of 
delivering multimedia to the home. 

When you say multimedia, are you . talking about 
inter net and such like? *• 

The transmission of data - internet traffic is one 
example - is growing East and should exceed the 
volume of voice traffic early, next century. Inter- 
net telephony is already a threat to the revenues 
of traditional operators. Voice calls over the Inter- 
net travel as small packets of data, each individu- 
ally addressed. The technology, to reassemble the j 
packets into near-perfect voice' conversations j 
already exists. 

Internet telephone caH« can be made from com- 
puter to computer or, via an LAP (Internet Access 
Provider), telephone to telephone. Because 
charges on the internet are in the form of a 
monthly fee, an internet customer can make a call 
to anywhere in the world for the cost of a local 
nail. - 1 

Is this the only tunovatiqn in voice calls? 

No. Wireless is increasingly seen- as a low-cost 
way of delivering telephony to the home and 
office. A number of operators and manufacturers 
are deploying fixed radio links, essentially replac- 
ing the copper local loop With a radio transmis- . 
sion system. 

MEOs and LEOs (medium earth orbit and low. 
earth, orbit) are satellit^-bas^ mobile phone 
systems due to come into service at. about the 
turn of the century which should allow telephone 
conversations at a reasonable price between any 
two points on the earth's surface no matter how 
remote. 

The most controversial LEO is Teledesic, a 
JlObn (£6bn) venture in which Craig McCaw, a US 
mobile phone pioneer, and. Bill Gates of Microsoft 
both have personal interests. It intends to send 
broadband signals between satellites 1,400 kilo^ 
metres above the earth's surface creating an 
‘Internet in space”. It will offer to carry traffic for 
other operators forming a natural adjunct to their 
broadband fibre-optic networks on earth. 

Alan Cane 


Gillian Tett • Economics Notebook 
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Yen comes out fighting 

Moves are afoot to give the Japanese currency a larger international role 

down from 42.8 per cent four liquid, short-term debt market 


down from 42.8 per cent Tour 
years earlier, imports billed in 
yen have risen on a 10-year hori- 
zon. but in March only 18.9 per 
cent were yen-denominated. 

Some Japanese officials sus- 
pect this barely matters. After 
all. though a more widely used 
yen could in theory give Japan 
more power in world markets, it 
already enjoys considerable 
influence as the world’s largest 
creditor. 

But this autumn a change is 
afoot For quite apart from the 
Yomiuri Shim bun, some govern- 
ment officials are wondering if it 
is time for Japan to promote 
greater use of the yen again. 

There are two reasons for this. 
One is Asia's recent currency 
turmoil. Until recently, most 
south-east Asian countries have 
tied their currencies to the dol- 
lar, partly because the US had 
traditionally been a significant 
export market 

But the recent events have left 
most breaking this peg. And 
some voices in Japan, such as 
that of E is uke Sakaklbara. vice- 
minister for international 
finance, think they should not 
return. Does it make sense, he 

Some Japanese 
officials dreamed 
of the yen 
becoming the 
Asian equivalent 
of the US dollar 
in Latin America 
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asks, to keep using the dollar 
when nearly half of all trade in 
south-east Asia is intra-regional? 

After all, he adds, this dollar 
link has left south-east Asian 
companies at a disadvantage in 
recent months as the dollar has 
risen against the yen. 

But Japan has a second reason 
to feel defensive about the yen. 
It bas accepted the yen’s low 
international status because it 
had the comfort of knowing it 
was not alone: use of the D-Mark 
has also lagged well behind the 
dollar, and been only slightly 
ahead of the yen. 

But European monetary union 
might change that. The Euro- 
pean Commission, for example, 
says the euro will quickly rival 
the dollar as a reference for 
trade. It also believes it could 
became a big reserve currency, 
as central banks are forced to 
translate their various hol ding!; 
of diverse European currencies 
into one unit. 

These bopes may be wrong. Mr 
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Nanjo’s hopes for a revival of the 
yen. for example, stem from a 
belief that the euro will be weak. 
This, he argues, would persuade 
central banks to turn their 
D-Marks into yen Instead. 

But if this does not happen, 
the concern in Tokyo is that the 
yen's share as a reserve cur- 
rency could fall further. As 
Shinji Yamada from NHK, the 
public television channel, 
lamented last week: “There is a 
risk of the yen being pushed into 
the third or even fourth league 
in the world.” 

So what can Japan do? It has 
little direct control over the 
degree to which the currency is 
used as a reserve currency by 
central banks: the Bank of Japan 
cannot simply bully its col- 
leagues into holding more yen. 

But it could act in two other 
areas. The first is international 
capital markets. One reason why 
yen issues are low is the exces- 
sive regulation in Japan's own 
markets, and its lack of a truly 


liquid, short-term debt market. 
In theory, Japan's big bang 
financial deregulation could 
change this. But an effective big 
bang might - possibly - provide 
one spur to greater yen usage. 

The second issue is trade. In 
the past. Japan has been reluc- 
tant to open its doors to imports. 
This is changing. But without 
faster action, non-Japanese com- 
panies will have little incentive 
to price their goods in yen. 

The situation in Asia, for 
example, is striking. Although 
Japanese officials say the propor- 
tion of intra -regional trade is ris- 
ing. only two countries - Indon- 
esia and China - sell more goods 
to Japan than the US. 

Exports from China, South 
Korea. Thailand. Hong Kong. 
Singapore. Malaysia and Indon- 
esia to Japan in 1996, for exam- 
ple. were $102.7bn i£63^bn) - or 
103 per cent higher than in 1990. 
But exports to the US were 
$142.1bn - 105 per cent higher, 
according to the International 
Monetary Fund's Direction of 
Trade Statistics yearbook. 

Most south-east Asian coun- 
tries. in other words, would be 
no better off using the yen as a 
peg than the dollar. 

So does this mean that Mr 
Nanjo’s hope for a rapid yen 
expansion globally are doomed? 
Perhaps. But this does not mean 
that the aspiration should be dis- 
counted - or discouraged. 

For if the debate about promo- 
ting the yen does gather pace in 
Japan, this may encourage 
Japan to swallow its ambiva- 
lence about playing a leadership 
role in Asia. It may even spur 
attempts to raise Imports and 
liberalise financial markets. In 
the last resort these moves can 
only be a thoroughly good thing. 


MEXICAN INVESTMENT COMPANY 

SocwW tfinva al issamant ft Capital VfrriaMc 
Si6ge eociafc 47 Brxdevaid Royal, L-2449 Luxsmbcug . . 

R.C . Luxembourg B 3168B 

NOTICE OF MEETING 

Dear Shareholder, 

We have the pleasure of inviting you to attend (he Annual General Meeting of 
BharehotdWB, which wfl be hekJ on October 23, 1897 at tioo am. at the registered 
office at 47 Boulevard Royal, 1-0449 Luwrbaurg,vri8i tlw Wowing agenda; 
AGENOA 

t Presentation ofthe reports ol the Board of Directors and oMhe Auditor. 
z Affmwal of too balance shaet profs and loss acoouit as of June 30, 1997 and ttre 
afocmtonatthenatpraRs. 

a Dtschargeto be granted to the Directors tor theSnancief year anted June 30, 
1037. 

4. Action on nomination for toe election at the Directors and toe Audtora tor the 
ansuhgyear. 

5. Any other business wHch may be property brought before toe meeting. 

The sharahoktars are etMsed that no quonm ferlhe tens of *e agenda b required, 
and that (he decisions wfl be .taken at the majority vote ol lire shares present or 

represented at ffie Meeting. Each Share BentUad to one vote. A sharehoUar may act 

at any Meeting by proxy. 

By order of the Board of Directors 


LATIN AMERICAN INVESTMENT COMPANY 

Soctttfi dTrerestissemaiti 6 CepSal Variable 
36ge sodat 47 Boulevard BoyaJ. L-2440 Uxarnbourg 
R.CX Luxembourg B40J68 

NOTICE OF MEETING. 

Dear Shareholder, 

Wa haw tie pleasure of Javtong-yau to attend. the Amoat General Meeting of 
shareholders, which wfl be held on October 23, 1997 atltOO am at he registered ; 
office at 47 Boutevad Royal, L-2448 Lunmboug, wflh me Mowing agenda: 

AGENDA ' . 

1 Presentation of toe reports of toe Board of Dtrectora wxfof tho Aurftor. 

2 . Approval of the balance sfwet.pro« and k»s account as of June 30, 1907 end the 
allocation olthe net proflto. 

3. Discharge to be granted to tie Directors tor the Bnancial year ended June 3Q, 

4. Action on nomination for the ejection cttfie Directors end (ha Auditors tor (he. 

anaungyeaL , . 

5. Any otiwbuBlnwawhlchmay be property brought baton the meeting. - . . 
The ennhaUm are advised that norjuorum for the Heme of the agenda b required, 
and that tin dectajone wffl be taken attire majority uotB of tire shares presenter 

repmsen tod at th e Me e di^. Each share is entitled to ona vote. Aaharaholder may act 

at gny Me eti ng by proxy. 

By order of fte Board of Directors 


The Financial Times plans to publish a Survey on 

France 

on Monday, November 3 


For further Information, please contact 


Uixnay Sheppard 

Tel: +44 171 873 3225 Fax- *44 171 873 3204 
or Paid NlaravigHa 

Tel: +33 1 53 76 82 51 Fax: +33 153 75 82 53 
your usual Financial Times representative 


FT Surveys 
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THE PROBLEM WITH INVESTING IN BOOMING FOREIGN MARKETS IS THAT THINGS 
GAN GET LOST IN TRANSLATION. LIKE YOUR CONTRACT, YOUR PROFITS OR YOUR BUSINESS. 


iSs 4 ^'*' .. • ></ 


... i 


- »„U- eager to invest in newly developing overseas markets, the reality is that political risk 

^ J beeome^necessity. AIG Global Trade & Political Risk Insurance Company, a member com- 
Z7°f American International Group. Inc., is tfw only company with the global presence and knowledge 

of local conditions to ^Cffwc^adty. Only AIG Global underwrites longer-term political risk 

fa- « .ears and backed by top financial tarings 
coverages up sheet * m fa business.^ also offer trade credit insurance with limits of up to $50 million. 

W-uh o^rariL inapprorimately 150 countries and jurisdictions worldwide, AIG has the expertise, perspective 


and long term relationships necessary to resolve international problems whenever they arise. When you're an 
AIG client, you re not just buying insurance. You re getting a business partner- AIG Global customers also benefit 
from the experience of a board of directors that includes former U.S. Secretary of State Heniy A. Kissinger, 
former U.S. Trade Representative Carta A. Hills, former Treasury Secretary and U.S. Senator Uovd M. Bentsen, 
former Wbrld Bank President Barber Conable, Jr„ and former Prime Minister of Pakistan Moeen 
Qureshi. AIG has been the leader in political risk coverage for more than rwenty years. So while 
different cultures and languages may seem ffl)RLD LEADERS IN INSURANCE AND FINANCIAL SERVICES 

daunting, the risks won't be- American International Group, lor., Depi. A, 70 Pint Si*!. New W. NT 10270 Hww.aigxom 


AIG 
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MANAGEMENT 



One in five managers will be out of the picture at Kodak in the US, says Richard Waters 


A return to 


downsizing 


I n Rochester, a town in 
upstate New York, Eastman 
Kodak still plays the role of 
corporate father, even after 
several rounds of job cuts that 
shook the confidence of the area 
in the late 1980s and early 1990s. 

This company town once 
looked to Kodak for more thaw 
60,000 jobs. Even now, the photo- 
graphic products giant still 
employs 34,400 in the area, nearly 
two-thirds of its US workforce. 

That history - and the compa- 
ny's revival in the mid-1990s 
under new management - has 
made Kodak a symbol of the 
decline and rejuvenation of 
American industry. It has also 
made George Fisher, who was 
brought in as chairman from. 
Motorola four years ago, one of 
the spokesmen Gar a new genera- 
tion of American management. 

Mr Fisher arrived at the com- 
pany with the message that there 
was no future in constantly cut- 
ting costs. He said the only real 
future lay in re kindling growth, 
which becomes impossible to 
achieve if constant retrenchment 
makes workers inward-looking 
and demoralised. This has since 
become the mantra for every US 
manager - and management con- 
sultant - as Corporate America 
tries to look beyond the era of 
downsizing. 

Speaking in May, Mr Fisher 
complained that US companies 


had taken too callous an 
approach to their workforces. 
The cycle of downsizing and 
mass sackings had become 
“frightening and disheartening to 
way too many people". This 
posed a problem for managers 
everywhere. “What we’ve done in 
our workplace to our employes 
deserves very special attention - 
otherwise I think we've got an 
Achilles* heel," he added. 

How quickly t h ings change. It 
is Mr Fisher who is now wielding 
the again, bringing back the 
bad old days of retrenchment to 
Rochester. Faced with falling 
profits, the Kodak chairman has 
recently said he will prune mid- 
dle and senior management 
ranks by getting rid of one in 


Kodak’s return to 
job cuts reinforces 
die impression that 
downsizing is not 
just a passing phase 


every five positions, or 200 jobs. 

While the knife is first being 
taken to the officer class, further 
down the ranks the pain is likely 
to be equally acute, with some an 
Wall Street expecting up to 10,000 
job losses. Kodak refuses to com- 
ment on the number of jots that 
may eventually go. 


That the company has returned 
to downsizing on this scale says 
something about the difficulty of 
breaking away from constant job 
cuts. Its posh into digital photog- 
raphy is taking it into markets 
where it must compete with 
fresher, nimbler companies. Mr 
Fisher warned earlier t-hi-a year 
that Kodak still had the 
top-heavy coat structure of a 
company created before the digi- 
tal revolution arrived. 

Kodak's r e turn to cutting jobs 
also reinforces the impression 
that downsizing, more widely, 
has not just been a pegging phase 
of the mid-1990s. "It seems to 
come in waves,” says Lawrence 
Bossidy, chairman of Allied Sig- 
nal, the diversified US manufac- 
turer. "I don’t think it will be as 
intense as it was in 1994-96 
again.” But he adds that it seems 
the pressure to increase effi- 
ciency is relentless. 

What can companies do about 
the effect downsizing has on 
their workers? Speaking in May, 
Mr Fisher warned that "the level 
of workplace anxiety today is at a 
very unhealthy level”. He added: 
“Somehow we have to renew oar 

cultures as caaporatl ous.” 

According to Mr Bosaidy, there 
are several things companies can 
do to forge a new social contract 
with their workers when no one 
has a guaranteed job for life, 
such as showing more respect for 



BohiBthing they can. depend on. 
something lasting". Every com- 
pany. he- added, “really needs to 
nghink what are the values and 
whatare the operating principles 
that will be. unchanging in-time, 
so that we can truly, e s tablish a 
-new contract with all employees 
- something they can really 
count an~ • • . 

That is . the sort of long-term 
project that wffi proba bly ta ka a 
new generation of manages and 
workers to complete. In the 
- meantime, an increasi n g number 
of: US .companies - including 
Allied Signal, but not yetKodak 
. — have - set out to get more stock 
into the -hands of all employees 
as a way of cementing the new 
soda! 'contract: . 


B oD markets, such as Ihe 
present 'one, also; help 
to alleviate some of tfre 
pain'- of being down- 
sized. “If you’d held stock for a. 
infi g time, you'd at least .have a 
greater level of financial aecu- . 
rity,” says Mr Bossidy. Allied Big: 
n«l, he adds, has 2*500 employees 
who earn less than = -$80,000 
(£49.700) a- year, but who now 
have $250,-000 or more in savings 
plans-' linked- to their company's 
stock. But bull markets do not go 
-.'on for ever, and job cuts a nd foil- 
ing- share prices often, gi> hand in 
hand. 

At Kodak, Mr "Fisher and other, 
executives with, share options 
have had to live with a faffing 
stock price 'for' some months. The 1 
Kodak chairman was given a. 
degree of job security -- ah 
employment contract extending 
to 2000 - and a package of share 
options early this year. These 
give him the right to buy Kodak- 
stock at $90%, its prire when the 
options were granted. By the end 
erf .last vpeek, however, the Shares 
hadfaUmtoless-thanJ^-- 


their personal aspirations and 
helping them establish greater 
financial security. 

Other measures that can be 
taken to improve manag- 
er/worker relations include pay* 
ing a competitive rate; tr aining 
managers to be the sort of people 
who are “liked and respected" by 


their staff, rather than “resented 
and feared”. 

Mr Bossidy advises man- 
agement to be “as accnmmnriat - 
ing as possible to employees’ life- 
styles so as to remove the 
stresses caused by the demands 
of the job” - whether that means 
installing . automated teller 


machin es or setting up childcare ' 
centres. 

Mr Fisher has been less specific 
about what he believes a model 
corporate culture in' an era of 
downsizing should be like. In “a 
very turbulent, rapidly- changing 
time”, he said earlier this .year, 
“what we need to give people fo 


T he world market for 
accountancy has become 
polarised around six 
firms. American or 
Anglo-American in origin, operat- 
ing worldwide. Does this mean 
that the number will inevitably 
reduce to five, to four and ulti- 
mately to one? 

Or that the same sort of polar- 
isation will inevitably happen in 
investment banking, law. pub- 
lishing, telecommunications and 
aviation? 

The answer to these questions 
is an unequivocal no. Similar 
trends will emerge in some of the 
industries although not alL But if 
they do emerge, they will have 
quite different origins and ratio- 
nale. 

Analogies are useful in under- 
standing how businesses evolve. 
But their validity depends 
on identifying specific common 
features of the industries com- 
pared. not on handwaving gener- 
alisations about historic inevita- 
bility. 

What people mean by globalisa- 
tion differs from industry to 
industry. 

There is an important differ- 
ence between globalisation as it 
is for Boeing, which produces for 
the world market from a single 
Seattle location, and globalisa- 
tion as it is for Ernst & Young, 
which attaches an international 
brand to output which of neces- 



John Kay 

A world of difference 


Globalisation may be successful for accountancy firms but it is wrong 
to assume everything is becoming more international 


sity is a locally produced 
product. 

Investment banks are similar 
to Boeing, and hotel chains simi- 
lar to Ernst & Young. The model 
of centralised production is 
driven by economies of scale, and 
the model of international brand- 
ing by the doubts and hesitations 
of customers who need to buy 
worldwide in unfamiliar environ- 
ments. 

That is why there are no local 
manufacturers of jumbo jets but 
- since hesitant cross-border pur- 
chasers of accountancy and hotel 
rooms are only a part of the mar- 
ket - there are many successful 
small local accountants and hote- 
liers. 

And even these analogies need 
to be unpicked carefully. There 
are economies of scale in access 
to capital markets, which is why 
that side of the investment 
banking business is becoming 
more concentrated and global- 
ised. 


But investment banks also act 
as financial consultants, and 
there are no scale economies in 
that So smaller boutiques win 
continue to thrive: large and 
small investment banks will just 

do dif fe re nt thing s 

Nor does the removal of trade 
barriers necessarily lead to big- 
ger firms - only to industries 
based on competitive advantage 
rather than national preference. 
The growth of international trade 
and competition in the automo- 
bile industry benefited BMW and 
Honda as it damaged General 
Motors and Ford. 

In telecommunications and avi- 
ation, the restrictions that once 
aligned the boundaries of compa- 
nies with the boundaries of 
nations are fast disappearing. 

But it is not obvious what fol- 
lows from that. The rise of 
Southwest Airlines and EasyJet, 
of Kallback and Orange, may be 
more significant pointers 
to the ways these industries will 


evolve than BT*s threatened 
relationship with MCI in 
Concert Or the Star Alliance, the 
new association of United Air- 
lines with Lufthansa and others. 
Presumably the Alliance's adver- 
tising agency intended no irony 
when it demonstrated that, in 
order to display the logos of all 
the participating companies, an^ 
aiftraft would have to be so “long 
and unwieldy that it could never 
hope to leave the ground. 


H ow industry struc- 
tures evolve depends, 
therefore, on specifics 
of technology and. 
conditions of supply and demand. 
Audit - the product that remains 
the direct and indirect key to the 
profitability of accounting 
firms - is a very particular com- 
modity. 

No one really wants to buy it 
It is not even like washing-up 
liquid, which no one really wants 
to buy but everyone knows they. 


need: You buy audit only because 
others require it of you. and so 
your inc ent ive is to buy the mini- 
mum that s atisfi es the require- 
ments. 

The only other similar com- 
modity that comes to mind is 
motor insurance, and even then 
most people want the insurance. 
"(There are also people who want 
Certificate that allows them 
to drive hot do not care about 
' insurance, and in the 1960s com- 
panies such as Fire Auto and 
Marine and Vehicle and General 
made a profitable business out of 
serving them until they were 
forced to close.) 

- It is this need for certification 
that explains why accountancy is 
characterised by tiers of almost 
. indistinguishable firms. You can 
choose between Price and Young, 
Peat and Touche, Deloitte and 
Waterhouse, confident that each 
of them can do the job and feel- 
ing no need to have more than 
the job done. 


And since audit is a function 
placed by the corporate' head 
office, you want to entrust it to a 
single firm with global reach: 
preferably one with a principal 
office in London er New York, 
the cities with the largest 
concentrations of corporate head 
offices. . - ^ 

- But there is no other industry’ 
where that particular combina- 
tion of factors applies. Insurance 
broking probably comes closest. 
Even law - an Industry obsessed 
by the accounting analogy'- is in 
reality very different. - 

The distinction between the 
best and the good matters far 
more in Jaw than in audit. And 
while there are some areas of 
legal practice - such as multina- 
tional acquisitions - where a sin- 
gle centrally controlled process is 
necessary, there are rather mare 
areas of law where this is hot 
true. 

Law, therefore, will remain less 
international and less concen- 


trated than accountancy. Leading 
law firms are more differentiated 
from -each other than accoun- 
tancy firms and their profitabil- 
ity is based hot on size bat on 
specialist skills. 

The most lucrative legal ser- 
vices -businesses : - tiny* mea- 
sured by their share of the world 
legal services market - are the 
- chamb ers (rf the leading commer- 
cial barristers. - 
: Ambitious managers are so 
anxious to believe that- every- 
thing js becoming: larger and 
more international' that every- 
thing is assumed to point in that 
direction. ....... 

. Yet . if : the changes in technol- 
ogy.that increase scale economies 
in investment banking and avia- 
tion lekdTo greater concentra- 
tion, ft can hardly be hue that 
; the changes in' technology that 
reduce scale' economies in pub- 
lishing' and telecommunications 
. have - the 'same effect. - : 

The point is’npt that there are 
no vafid generalisatians abmit 
business, but rather that * there 
are no., valid generalisations 
about business that are. indepen- 
dent ;of facts about different 
industries. 


The author is the Peter Moores 
director of the Said - Business 
School at Oxford University and a 
director of London Economics. 
This column, appears fonniQhtly. 


A Prime Site 


ROUSH INVESTMENT COMPANY 


SocMtnnvBsttssamBm 6 Capti Variable 
SUga social: 47, Boulevard Royal, L-2449lu»mbourg 
R.C. Luxembourg B 51221 


NOTICE OF UEETWG 

DearSImhoHBr. 

we have trie pleasure of invtUng you lo attend me Annuel General M ocft i g a 
sharehoWers. wfrich »*8 be held on October 23, 1907 aniOO em. at «he registered 
office si 47 Boulevard Royal. L-2449 Luxembourg, wBi me toiowtag agenda: 
AGENDA 

\ Presentation at ttw reports at the BoaidalDkBclora and WttwAutSwr. 

2. Approval of the balance sheet profit aid loss account asol June 30,1997 and 
allocation cl me nai profits. 

3. Dfsdtarge to be granted to the Directors tor me financial year ended June 30. 
1997. 

4. Action on rwmlnation tar the eteaton of tteDtrecm and ttwAudBore tor the 
ensuing year. 

5. Any other ttuanesswhlctimay be property hrougfithetara fie tneatlnB. 

The shareholders an arfvteod that no quartan tor the toms of the agenda la required, 
and that the decisions nil be taken at the majority vote of the shares present or 
represented at ihe Meeting. Each share Is enWed loane vote. Asharehoktormay act 
at any Meeting by proxy. 

By order of the Board of Directors 


for your 

Commercial 

Property 


Advertise your property to 
approximately 1 million FT 
readers In 160 countries. 


W ho said last week: 

“Business people in a 
group are among the 
most unpleasant you 
could run into - powerful, arrogant, 
complacent and quite narrow”? 

Anita Roddick, perhaps? She cer- 
tainly shares the sentiment, tho u gh 
the words sound a little sober for 
her. But failing the Body Shop 
queen, it is hard to see who would 
wish to be associated publicly with 
such a hostile view. It could not 
have been a Labour politician as the 
government is desperately trying to 
cosy up to business. Even trade 
union leaders are careful what they 
say these days. Whatever anyone 
feels In private, no one is prepared 
| to attack business people in the 
I abstract - any venom directed 
towards them tends to be saved up 
i and vented only over the fat cat 
issue. 

Indeed such an attack could only 
have come from wi thin, and then the 
field is narrowed to one - Chris 
Haskins. The chairman of Northern 
Foods seems to be Britain’s only out- 
spoken businessman left and be was 
on tap provocative form in an inter- 
view with the FT last week. 

Bat is he right to dump on his 
fellows? Are business people really 
more powerful, arrogant complacent 
and narrow than the rest of us? I 
doubt it. Consider a group of journal- 
ists, actors, doctors, lawyers or poli- 
ticians. Many possess these unpleas- 
ant characteristics and aisn do a 
fine line in bellyaching. Groups of 
people who practise the same trade 
are always ghastly to encounter - 
Haaltins should simply get about a 
bit more. 


The many layers o 
business hostility 


For details: 
Una McGorman 


+44 (0)171 873 3252 


Fax: +44 (0)171 873 3098 


The Financial Times plans to publish a Survey on 


Bermuda 


on Monday, November 3 


For further Information, please contact: 

Marla McCoy 
Tel: +44 3.73. 873 3746 
Fax: +44 3.71 873 3062 
Penny Scott 
Tel: +232 745 1346 
Fax: +212 319 0704 


Lucy Kellaway 


Tony Blair's jingoistic waffle about 
making Britain great again. “This 
brand Is not worth reinventing," be 
said. 

His remarks went down rather 
badly with Terence Conran who. 
wrote to the FT citing his own res- 
taurant, Quaglinos, as an example of 
a British brand that bad been “re- 
invented "by new management and 
new creativity. This is exactly what 
we now have In the shape of thin 
government” 

Mr Haskins’ view strikes a chord; 
whereas the less said about Mr Con- 
ran's letter the better. However, they 
are both wrong. Britain is not a 


brand that can be invented, re- 
invented, or junked, come to that It 
is not a restaurant or a packet of 
biscuits. It is a country, and there- 
fore something entirely different. * 


cations company in the wbrld. But 
before the -magazine had hit, the 
newstands MCI had .had . a better 
offer and the cocky- arrogance . was 
looking sadly misplaced. 

In any case, 'the message was 7 
boneheaded. “At BT there’s no such 
word-, as no.,” the.-- advertisement 
bragged. What? “No” strikes me as a 
pretty Vital part of any vocabulary - • 
especially a corporate one. 1 wonder 
if BTs trade unions are aware of the 
happy hews that the company has 
vowed never: to Use this negative 
little ward eyer again. . _ - 




“The answer is yes. What’s the ques- 
tion?” The chaps at; BT may the . 
regretting the smug tone of the, 
advertisement that :. appears ih : flte 
current issue of Fortune magazine, 
The. point of the ad was to/brag 
about how big and brilliant Concert 
pic would be, an d how ' it was going 
to be the “most positive” communi- 




TMRECtoRS 




The ffid business Merarchies are a 
tiling of the-past. Or are they? Last 
week Shell announced yet another 

TTirimatprr. rarri- grarriitatTVM-i . — .'this time 

of its Karopean OiT bperations.. It 
said that 28. general.- manager post 
tiQfls and np tore vm layers of. teaft- 
agement were to be donb away with. 
This- is quite khocktogJ -It & hard, to 
believe the company-had. so . many 
general manager* and lasers to 
begin with'- let-alone sqmanydis- 
pensable anesw . 

Shell is seen as _ aneotthe best 
' managed, companies we have. More- 
over, it has traditionally Jedthe field 
when.it .comes- to- reorganisations. So 
ir tbe oil giant ^ill feas all these 
useless- layers: hidden away, how 
many dp other ^Companies have? 


or your usual Financial Times representative 




FT Surveys 


The chairman of Northern Foods 
was on more solid ground last week 
at a fringe meeting at the Labour 
party conference in Brighton when 
he dared to question prime minister 


WORKERS 


The" latest euphemism for a cock-up: 
a fulfilment ertbr. This "import from 
the U8 works 'particularly well In 
the context in which I encountered it 
fast-week. Ina Tetter to journalists, a 
: US PR cbmpanyexpiaiiL^ “Due to a 
fulfilment -.ewor ;on our part, -you 
. wgre inadvertently sent a copy of a 
■ previous report on binge drinking.” 
lha report; fhqt should havebeeh 
: rent, Jwaar .on health, wanting 
labels.' ‘ - 7 : '-_r. - . 
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BUSINESS EDUCATION 


Della Bradshaw finds there is life after business for the executive-in-residence 

Boardroom to classroom 


U niversities boast poets- 
m-residence; festivals 
and concert hans claim 
musidans-in-residence; 
ana everything from the public 
library to the local swimming -pool 
can have its own artist-in- 
resiaence. 

So it should be no surprise that 
Columbia business school, in New 
York, has its own executive-in- 
r ® 8UJence - Or. more precisely, has 
nine execu trves-in-residen ce. 

Hind Houminer is one of them. 
As former president and chief exec- 
utive of tobacco company Philip 
Morris USA, Mr Houminer is as 
well qualified as any to awnim e the 
residential role. 

This role ranges from lecturing 
to giving advice to students and 
helping with fund-raising for the 
schodL “We represent continuity; 
all the rest is a moving show out 
there." says Mr Houminer. "When 
a student comes to me with a prob- 
lem I remember 20 simnar conver- 
sations I had with former students 
and 1 know what happened to each 
of them." 

Mr Houminer is -reluctant to pick 
out the most important function of 
the executives-in-residence. “1 
really see it as a whole. I see it as a 
total experience." 

Student counselling, however, is 
undoubtedly cme of the most signif- 
icant roles and explains why the 
executives-in-residence all have 
offices in the career development 
department 

Mr Houminer alone sees about 
ISO students every semester. That 
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Ehud Houminer is one of nine executives-in-residence at Columbia 


is small fry compared with his col- 
leagues who have retired from the 
world of h anking or consulting: 
Richard Doyle was vice-chairman 
of the board at Chase Manha ttan: 
Robert Callander was president of 
Chemical Bank; and John Rhodes 
was vice-chairman at consultants 
Booz Allen & Hamilton. 


With banking and consulting the 
preferred jobs for many students, 
each of these is likely to see 
between 600 and 800 students a 
year, all seeking career advice. 

All the executives-in-residence 
are retired or semi-retired. Mr 
Houminer, for example, decided on 
his 60th birthday that he had ha d 


enough of corporate life and was 
persuaded by a former dean at 
Columbia to co- teach a programme 
at the school. For Mr Houminer 
things have flourished from there. 

Retirement aside, the executives- 
in-residence have little in common. 
Indeed, Mr Ho umin er argues that 
one of the advantages of setting up 
the scheme at Columbia, on Man- 
hattan, is that New York gives the 
school access to a huge range of 
executives with very different 
backgrounds, many of whom 
would be happy to participate. 

“What is interesting Is that you 
can’t speak about executives-in- 
residence as a monolith any more 
than you can about the faculty or 
the students.” says Mr Houminer. 

While they all sit on campus two 
to three days a week, some concen- 
trate on counselling, others act as 
guest speakers while others give 
lectures. Mr Houminer teaches the 
most, on four or five separate 
courses in corporate strategy and 
international business strategy. 

One of the hi g hli g hts of Colum- 
bia's MBA calendar is a course in 
leadership which is jointly taught 
by all the executives-in-residence 
with the dean of Columbia, Meyer 
Feld berg. The course has proved so 
popular that the school has had to 
limit participation to those stu- 
dents in their final semester of the 
two-year programme - and even 
then many are disappointed. 

Diplomatically. Mr Houminer 
says that the executives-in- 
residence come to the leadership 
course with such different experi- 


ences that there are no clashes 
about what makes a good leader. 
However. Prof. Feldberg concedes 
that there can be a few differences 
of opinion. 

Although Prof Feldberg inherited 
the executive-in-residence pro- 
gramme from a predecessor, he is 
still a great fan of the scheme. 
“These men and women have no 
agenda. Their only aim is to help 
the students.” . 

The nature of the programme 
and the role of the executives-in- 
residence is evolving as additional 
members join the group. The latest 
is Carol Simmons, the first woman 
executive-in-resldence and an 
investment banker. 

Mr Houminer says he benefits 
personally from the scheme too, 
particularly from the research he 
has to do in preparation for his 
lectures. “1 never realised how long 
it took to prepare for a lecture. A 
lecture can take 20 hours to pre- 
pare for. You can’t just stand there 
and tell ‘war stories'. That takes 
just 20 minutes." Moreover. Mr 
Houminer reckons he has made “a 
couple of hundred good friends” on 
the way. 

The role of execudve-in-residence 
undoubtedly suits managers such 
as Mr Houminer. who as an MBA 
graduate himself (from Wharton) 
finds the university life stimulat- 
ing, more than those who are con- 
cerned with status or remunera- 
tion. “1 don't mind the change from 
private planes to doing my own 
photocopying,” concludes Mr 
Houminer. 


Nice course, shame about the facilities 


When most people choose a 
business school they look at 
the relevance of the course, 
the reputation of the faculty 
and the experience of their 
fellow participants. But bow 
does your business school 
measure up when it comes 
to the quality of the food or 
the' standard of accommoda- 
tion? 

Write and tell us what the 
creature comforts were hie 
on the courses you attended 
or are attending - be it a 
two-year degree programme 
or a two-day executive 
course. 

Did the food at the Pari- 
sian schools such as Insead 


or HEC reflect their situa- 
tion in the gastronomical 
capital of the world? The 
chef at London Business 
School has won an award for 
his puddings, but do his 
souffles measure up? 

Is the ambience of some of 
the big rural schools, such 
as Darden, in Charlottes- 
ville. Virginia, or the Amos 
Tuck school in Hanover, 
New Hampshire, mare con- 
ducive to study? Does the 
night-life at Columbia or 
Stem, in New York, make up 
for the difficulty in finding 
local accommodation? 

Does your business school 
desperately need a fitness 


centre or a swimming pool? 

The exercise is not just a 
frivolous one. Increasingly 
business schools are trying 
to attract executive students 
by building plush accommo- 
dation blocks which can 
compete with local hotels. 
These residences, which usu- 
ally cater far conferences 
and have executive teaching 
rooms as well, can be a busi- 
ness proposition In them- 
selves. Chicago graduate 
business school, for example, 
makes $2.7Xn (£L7m) a year 
from its Gleacher conference 
centre. 

But would you rather stay 
in the local hotel? 


All business schools are 
trying to attract more inter- 
national students but not all 
of them are adjusting their 
menus to suit the new clien- 
tele. Does your business 
school, for example, have an 
approved vegetarian menu? 

We will be publishing the 
best responses we receive 
and embarrassing the 
schools who get the most 
praise and the most criti- 
cism. Senders of the best 
submissions will win a bottle 
of liquid refreshment (Best 
quality, of course.) 


OUfc. /HOST FOPULAe CWQSGS A -P^Tf 

[comae, aiw qjubee Afjp sgffiet course 


ACMC SCHOOL 

of- Busihiesf 



NEWS FROM 

CAMPUS 


Dotible degree 
for engineers 

Technologists who want to 

tftny fti their chosen field, 
yet stiff. study for an MBA, 
are fiba target group for a 
course which will be 
piloted ad the Wharton 
' school at the university of 
Pennsylvania from the 
■ summer of 1998. . 

The dual engineering 
and business degree will be 
a fufftwo-year progr a mme, 
with students studying a 
series of courses in the 
engfneeanbog department 
over the s um mg r before 
they join the other MBA 
. students in September. 
Daring' the second year of 
the course participants will 
be expected to study 
: elective courses in 
technology and complete a 
related project. 

Participants will need to 
have a technology or 
science degree to be 
considered and those with 
a doctoral degree in 
science may be eligible to 
study a shortened, or 
accelerated, programme. 

Patrick Harker, 
professor of operations and 
information management 
at Wharton, says the 
course is intended to 
“bring in people who 
might not ordinarily think 
of an MBA". Some 
graduates, who will receive 
both an MBA and a 
masters degree in a science 
or technology subject, will 
start their own companies, 
predicts Prof Harker. 
Others will go into 
consulting or -will be 
entrepreneurs, he says. 
Wharton:: 

unmo-wharUm. uperm.edu/ 

Acting on 
intelligence 

The Ashridgemanagement 
- college in the UK is 
holding* oheday 
workshop on November 7 
intended for senior 
managers 'who want to 


exploit the continuous ffow 'j 
of information to which * 
they are subjected. The . V 
workshop. Competitive ; • i 1 

Intelligence - Prelude to r Y;. 
Executive Action and '"O 
Decision-Making, win be ^ 
led by Douglas Bernhardt, 
managing consultant for .V 
the Business Research *» 
Group, in Geneva. 

Ashridge : ' 

ioujw.ashridge.org.uk ’• 

i \ 

Home-made 

universities 

European companies lag • 
behind their US 
counterparts in the 
development of corporate 
universities, but are 
beginning to move quickly 
into the field, according to 
a report to be published by . 
the European Foundation - 
for Management 
Development, the business 
school trade body. 

Although European 
companies are reluctant, : .’, 
often due to local legal 
restrictions, to call their 
training organisations 
“universities”, they will 
enter the market while the 
economic cycle continues 
to rise, according to the 
report’s author, Allan 
Mitchell- The benefits to - 
the company include a 
faster adoption of new 
strategies and a stronger 
sense of corporate values. 
EFMI): www.efmd.be 

From Coopers : 
to Cranfield V; 

Cranfield university school 
of management has 
appointed Allan Waller, 
senior logistics partner at . 
management consultants 
Coopers and Lybrand. to be . 
director of the Cranfield ■ 
Centre for Logistics and 
Transportation. Mr Waller 
wifl develop areas such as 
the globalisation of the 
supply chain. 

Cranfield: \ . * 

unmv. cranfield.ac.uk/som 


Information tor News from Campus should be sent to 
Dela Bradshaw, FT, Number One Southwark Bridge, London SE 1 9 HL 
Tet 44 171 8734673 Fhjc 44 171 873 3950 
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MreMn International pte 
W fttta B a nking and Finance Comas 

• Introducton to the 

City & Rnandal Markets 

• Corporate Gnu*: Analysis • 
Level I & II 

• Understanding Company 
Reports and Accounts 

• Introduction to 
Corporate Finance 

• Introduction to Leasing 

• Financial Markets 
Mathem a tics 

• Evaluating Banks 

• Documentary CrecSts 

• Managing Cfient RelalionsWps 

• Cashflow Analysis I 

For further MorauOon on 
aurOponarTMoradOousn. . 
Contact Andrew Ectoey - . 
Tefc0m82B4Tt2F*cOT7162B4t13 


London 


The Accountants and 
Financial Directors Exhibition 
Tbeleacino shweate of poetics 
and BSivioBB far accountant and 
financial dteOas. S ee the la test 

developments In Wonralion 

technology: barWng. vehicle basing, 
raining, pufalshing pha much .mom. 
Tuesday 14 October 
9.30 am - 6-00 pm 
Wednesday is October 
9.30 am - 7.00 pm 
Thursday 18 October 
9.30 am - 5J3Q am 


For tree Betels 
andMormaOon 

about 100 frea 

workshop® can 
01817423399 


Red Htf, Baittcan EdribfflM Crabs 
City of London, EC2 

OCTOBER 14-16 

TeleCom Power Europe *97 

. Commercial Tetoconununk^Oo" 3 
tor Electric UtBKto* - Conference 
& Exhibition 

Cootributon: EC, Norweb. Enertel, 
Enema. Altimd. T&Soatto E “ te1 ' 
Baycmwwk Neffipm. RWE TWHiace, 
Kyushu Electric Power. Yorkshire 
Hectricqr. 

Hkh teveU-PomWfcfl CAE. 

EBy KreijkBSPhooK *31-50-2^ 50 963 

jte *31 -30-26-50-928 - 

w ip airTOTfil iNDS 



OCTOBER 15-16 
Strategic Skflls for the 
Finance Function . 

oonfemx is specify 
io h^lp Finance Direct<s» develop tta 
new skills required to go beyond 

Business ImcCigaw „ 

TO: 0181 S79 3355 Fax: 0181 879 »— 
E ^ x . t ^j a ddn*e , to« 1 ^ 
imriligencocauk LONPON 


OCTOBER 14 

The 1 997 FCAEW Buytog & SeBng Unquoted Companies Conference 
Gain Inright Mn buying or nuMng unc^i«od companies, a pnwon framework tor 
ttis whole process and an up-hHha-rntmrto aware nans ol tha lax and legal 
iasuas InvolHad aie easanliBL Fotortng (he election of a Labour govwmnem, lax 
aspects am Italy to be changed and delegatee wB be updamd on the tatast 
dovulopmonis- The conference has been designed for corporate acquirers, 
(justness cwnsre and pro fe s si onal advtaeni maMng comprehanahia kncMadge 
about the buying and seWng process, speakers Inctndtr. Barrte Psamon. 
Exeouttve Chairman. Lhrtngstone Quarantee pic. Keith Earner. Consultant. 
Moores nowtand, Douglas Lbunbias, CNel Exacuthre, The Budnasa Exchange. 
Andrew Sherratt. Partner. Dtob Lupton Broomhead. 

Foriurthar datale, pteaaa contect 


Ttt 0171 flZO 8005 or &nwfl SKyitecouBfcaeiuauk - 
quoting ret FTB3MHJ 


OCTOBER 15 

Ttawrefar Pricing Como of Ago 

Tha aarfnar wfl address the Indications of toe draft legtetsBon coimtog transler 
pricing tor oorapariss rite toe issue ul tie mos corenAaSve ckxwment by tie Hand 
Revenue. Transfer Pricing has the potential to become ttw most burdensome 
compBaroa issue tor canpenlea For thb reason, business mrei play a part on 
di^jing fee rules (to iriHmisa bureaucracy and cost) and act wWy to^ kifjlementboft 
e fcansfer pricing pdey and adecyrare record keeping. Key factoiB concenSno these 
issues «■ be under dtooadon - a MUST far el members h busteess i ksfesey. 
Mtitie rnetotom tectodsr Chris HoBa. Mfca Ooodbea. Keith Sparkes. CoopSteA 
Lytrerd. Bab Mgh&nan a KoWt Hamer; Mend Revenue (suqwcr to pr tofcatai of 
onsuIMM obcuraMttfcfcfwto fiaukJOL 
[ For brtharifeteBs, phase contact: 

| Ao»»s«tencifC«M»a* a Oofthi'encea-OiiseBBier Sendee Daprstraem 
HrfcOT71 flaoaaoSorBwsiSKiwt er c in fil ca w u xi i dr- 
! quoting rat FTBS1910 IONDOM 


OCTOBER 16-17 

■nw I«ar ICAEW Practical Comarate Dux Conference 



mTomB M 8808 or Ejnefi SKyrfecenia<caawt.co idr- 
y ultg i sfc FIPCnSITW 


Conferences 
& Exhibitions 


OCTOBER 16^ 

Denton Menwftanal/fcy ftC 
Bectporfc Commerce Semmar 
ftr nniar tmutiwa tad puMisbai writs 
to matkufe fiDoodd rearms on cntimt.nj an 
uncertain rt^ulatory ye* glo bal dig ital 
tovirreunent. Commission POJPWlTJf 
provided by Head of DGWH-EZ 

Unenfeoug, Gsc^ ftpjwkn. 

Cams: Jane ariton, Deidwi HaD 
XbL +44 (0)171 2421212 
Rue *44 (01171 320 6647 


OCTOBER 21-22 


Corporate agffity *na resiliencB wt key 
roqsjircmenu to conmctc nccessfully in 
tbe current climate of conrimmus change. 


FRANKFURT 

OCTOBER 16/17 ^ 

A'techi^approachtoFXk aQng 

TVatniag kt idenUfytag/applymp cbmhng 
techniques » pwfit from ta*™® 
opportunities. Course uses aj^iistuaied 
le daucal analysis software and dealing 
simulation. For badere/risk managers 
/systems development pcisormel/ACl 
Pijjhrne esufidnes. £ 5 Hfi 0 + VAT. 
Lywood David fatemational Lid. 

TO; UK 44 (0)1732 463014 
Fax: UK 44 (0)1732 463015 

e-mail: in*Aw®lywood-d»*LcOJik 

LONDON 


Conferences 
& Exhibitions 


OCTOBER 22 
Robson Taylor Seminar on 
Tax Efficient and Effective 
Remuneration Strategies 
Motivated employees have a direct effect 
on your company ’j profits. Discover how 
to npeidwse your employee incentive 
strategy with the most innovative 
schemes available. 

Comirr Nicky Cotter 
TO: 01 22S 4281 14 

The Bath Spa Hotel, BATH 


OCTOBER 22 & 23 
Documentary Crecfits 

Suitable fon Staff of Documentary Crcdfl 
Depu of Banks, Shipping. Import &. 
Export companies. Covering : Shipping 
Documents - Types of Credit: Issuing A 
Advising. UCPSOO & SWIFT ■ Special 
Types of Credit • Financin g Hade. £570 
+ VAT2 Days. 

f . mt n rf? TTL. Training ■ 

TO: 0171 6002123 
Fax: 0171 600 37SI 
Email! Sataffifl-trarning demoo.cq.uk 
LONDON 

OCTOBER 22/23 
Understanding Treasury 
derivatives 

Coarse covering treasury risks £ 
derivatives for hedgiqg/tmdlng - Currency 
bptioas, FRAs. Rmtret, haems nee swaps 
etc. For Corporate Treasurers/bank 
deal era/ marketing, systems, support 
personnel /ACT Diploma candidates. 
£325.00 + VAX 

Lywood David Interoariomd Ud. 

TO: UK 44 (0)1732 463014 
Fax: UK 44 (0)1732463015 
e-mail: rrahtin^lywood-davidno-uk 

LONDON 

OCTOBER 22-24 
Institute of Personnel and 
Development National 
Conference and Exhibition 
People, Farfonnance & Progress 

Fbntiy rstsWitiirid as Eiatipe’i largest and 
wid ir rfW * m M wun u pi Ht wwt, Ws yesrk 
aa&reaco theme Tto^e, ftrfwwoaeand 
Progress" im fta Ac key mntrihainn of 
poepia to aimdndiia txx i yaiii ve advantage, 
fey spates iviide iVficteri Raster, ftrey 
JBaraevik, Sir John JHarvey-Jooes and 
Charles Bwvdy- 
ContaccIPD 

TO: 0181 263 3434 flue 0181 263 3366 
LONDON 


OCTOBER 23 & 24 
FX& MM Processing & 
Settlements 

Suimbie for : Gaining a technical 
understanding of the Products, their 
process & settlement. Covering : Deal 
Types ■ Processing: Flow, Capture. 
Position. Instructions. Confirmations 
• Methods of Payment ■ Revals • CMO 
■ Accounting entries. £465 + VaT 2 Days. 
Contact: TFl. T raining 

TO: 0171 600 2123 rax: 0171 600 3751 

Email: sViwnnjq nl 

LONDON 


Government Id Action 
(Fabian Seminar Series) 
Efficiency, Competitiveness 
& the Minimum Wage 

Speakers incs 
Ian McCartney MP, 

Professor Aten Manning, LSE; 
Norman Rose. Bustress Services 
AsaodaSon; 

Roger Padder, CMJ Clark LS£ 
PiuaLtOhOBE: 

Dominic Johnson, CBL 

Fordetals and booking cafl 
Nefl Stewart Associates on 
TO 0171 222 1280 
Fax: 0171 222 1278 


London 


OCTOBER 28 & 29 
Risks & Structures In 
Trade Finance 

Suitable fan Gaining and understanding 
the Prod nets A Structures of Short & 
Medium term Trade Finance. Ccwerinm 
Asset Quality & Liquidity ■ Structuring & 
Risk Enhancement • Suppliers Credits 

• L/Cs » Pre-financing ■ Forfaiting 

• Countertrade. £570 + VAT 2 Days. 
Coated: TFL Trailing 

TO 0171 600 2123 Fax: 0171 600 3751 
Email : SalesS’tfl-crj*] ing-demm-co- ok 

LONDON 


Conferences 

& 

Exhibitions 


gather together Id examine how. best to 
mpkmEm. manege ax) support dnoge for 


Tel: 0181 879 3355 Fax: 0181.879 1122 
Kami l: katejciJafllg6mfclM»-' 

itadliaHreiojik 

LONDON 

OCTOBER 21 ft 23 
1997PfanEcon 
Fall Seminar Series 
Anticipating Market Oppominiries in 
Esteem Europe aal the KSRL PlanEcon and 
DRI/McQ raw- Hill anew tire region 'c 
investment cl inure in the automotive, 
energy, capital, ami financial markets. 
Vienna Seminar (OcL 21) co-spCaB«rd by 
GiroCmfitAro Austrian Bank 
C cfflw iCymfffR fAv 11 1 ** 

TO +44 0181 5466212 

iwp janirm 

VIENNA & PARIS 


OCTOBER 23rd - morning only 
Research Conference at the RSA, London 
The Role of Non-Executive Directors 

Reviewing latest MORI research on effectiveness of Boards and 
the role of Non-Executive Directors. Aimed at Chairmen, Chief 
Executives and other Board members. 

Speakers: Sir Michael Heron. Chairman of the Post Office; 
Dr. Pierre Jungels, Chief Executive of Enterprise Oil; 
Denis Cassidy, Chairman of Liberty; Sir Adrian Cadbury, 
Chairman of the Cadbury Committee; Sir Julian Oswald, 
Non-Executive Director of BAeSEMA. 

GHN Executive Coaching 

Tel: 0171 MO 5400 Fax: 0171 487 5150 

Email: ^bn@tn9iLbogocojuk 


OCTOBER 28-29 
Asian Telecoms - Assessing 
New Business Ventures 
Analysing the strategies of service 
providers, suppliers and financiers in 
Asia's increasingly competitive 
telecoms market Top industry speakcra 
from AT&T. Telstra. Global One, 
Telekom Malaysia contact: Samantha 
Ledger FT Conferences Asia Pacific td: 
(+651 323 6373: fix: 1+651 323 4725 
e-mail: samntyltiippcarscn-pro.co ni .s g 
SINGAPORE 


Conferences 

& 

Exhibitions 


Utility Congress - 
Winning tbe Revolution 

An opportunity you cannot 
afford to miss 

Aimed at senior executives of 
world-wide utility companies and 
their business partners, the two 
day congress and exhibition will 
cover subjects indutflrtg - a 
financial views of liberalisation and 
competition, company mergers, 
branding. Infrastructure, doing 
business overseas, 
communicating with stakeholders 
and IT. Controversial utility issues 
will be discussed In separate 
seminars. 

Teh +44 (0)181 6523818 


Brighton Centre, UK 


JOAN WHALEN FINE ART 

la u o ujuu cfian with its solo exhibition of works by 

Italian Master, Riccardo Bremer 

cordially invites you to meet Was h ington-based, inte rn ational 
economist, best selling author and editor of "Th* Whalen Report” 

RICHARD J. WHALEN 

speaking on 

**How Washington Affects Wall Street” 
Thursday, October 9 
Reception; 5-7 PM Presentation: 6 PM 
Wine and Cheese 
RSVP: (212)397-9700 

JOAN WHALEN FUME ART 
The New York Gallery Building 
24 Wear 57th Street, #507, New York, N.Y. 10019 


Conferences 
& Exhibitions 


The Conference and Exhibitions page appears 
every Monday. 

Listing the latest conferences, exhibitions, 
seminars in the UK and abroad. Advertise your 
conference to an unrivalled business audience by 
using this section. 

For further information please contact 
Vlvenne Eka 

on 0171 873 3507 fax 0171 873 3098 


Financial Times 


ffl BEFORE YOU BOOK YOUR CONFERENCE, 

M YOU SHOULD KNOW ABOUT THE REWARDS. 
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Winston Fletcher - Ad Lib 


BRANDING 


Creativity is 
back in fashion 


I n the 2lst century." prophesied Tony 
Blair recently, “we are going to see 
the world economy dominated by the 
exploitation of creative minds." 

This, it has to be said, is not one of our 
prime minister’s most prescient premoni- 
tions. Futurologists have been predicting 
pie imminent advent of “the era of creativ- 
ity" for years. And nowhere has their 
vision been welcomed more zealously than 
in advertising. 

But it wasn’t always so. In his seminal 
boob Confessions of an Advertising Man - 
published in 1963 and still the best book on 
advertising ever written - David Ogilvy, 
founder of Ogilvy & Mather, wrote: “I tell 
new recruits that I will not allow them to 
use the word creative to describe the func- 
tions they are to perform in our agency.” 

He goes on to quote similar views from 
many of the leading admen of his day, 
including Fairfax Cone, the founder of 
Fnote. Cone and Belding. Today FCB is the 
largest, and arguably the most creative, 
agency in the US. Yet its founder then said 
he- “would like to blot the word creativity 
out of our lives". 

As Mr Ogilvy and the others were among 
the most “creative" advertising men ever 
to practise their arcane art, it is worth 
exploring the reasons for their antipathy to 
creativity. And equally worth exploring 
why things have changed. 

Nowadays advertising people espouse 
creativity as passionately as mediaeval 
monks espoused self-flagellation and - hav- 
ing taken no vows of silence - talk about it 
endlessly. Part of Mr Ogilvy’s hostility was 
doubtless caused by a dislike of the self- 
indulgence the word “creativity" so often 
inspires. 

But there were also more fundamental 
causes. In Mr Ogilvy's days, clients paid 
agencies a fixed 15 per cent of everything 
they spent on advertising. For clients with 
sizeable budgets, the bald truth is that this 
was far too high a price to pay simply for 
the creation of advertising campaigns and 
the buying of media. 

But admen, not being saints, were disin- 
clined to give any money back to their 
clients. Instead, they spent the surplus 
between the 15 per cent they were charging 
and the creative costs they were incurrin g 
on providing clients with a cornucopia of 
ancillary services. 

For free, or for very little, agencies 
offered strategic counsel as well as below- 
the-line promotions*, they provided market 
research, pack design, direct marketing 
and public relations as well as merchandis- 
ing and market analysis. Clients leaned 
heavily on their agencies for almost every* 
kind of marketing help. 

But from the 1980s onwards, the advertis- 
ing agency world changed in four profound 
ways. The changes are still reverberating 
through the business, making many of 


today's leading advertising panjandrums 
neurotically (though pointlessly) apprehen- 
sive. 

First, the 15 per cent commission system 
cracked, and the buying of media ceased to 
be handled in-house by traditional agen- 
cies. WPP’s recent launch of a media buy- 
ing specialist called Mindshare is only the 
latest manifestation of that continuing seis- 
mic schism. 

Second, most of the ancillary services 
that agencies provided became increasingly 
sophisticated and complex. So they broke 
away from their agency parents and 
became independent businesses - market 
research and sales promotion companies, 
direct marketing and public relations spe- 
cialists. corporate design houses, and so on. 

Third, the professional management con- 
sultancies emerged and took over the agen- 
cies' rather amateur attempts at business 
consultancy. 

Finally, a new generation of clients grew 
up, with marketing skills and experience of 
their own - clients who believed big com- 
panies should not have to lean on their 
agencies but should run their marketing 
themselves. 

Knowledgeable clients, the growth of 
management consultancies, the separation 
of ancillary sendees and, above all, smaller 
margins have forced agencies to focus ever 
more narrowly on their core skill: the cre- 
ation of outstandingly effective campaigns, 
based on a profound understanding of the 
marketplace. But that understanding is 
broadly advertising-related; it is not gen- 
eral consultancy. 

In short, until the late 1970s. the leading 
advertising agencies were marketing com- 
munications conglomerates, and so 
eschewed the suggestion that their sole rai- 
son d’etre was “creativity”. This is no lon- 
ger the case. Today advertising creativity is 
exactly what agencies offer. Advertising 
creativity grows more important, more dif- 
ficult and more subtle. And clients know 
that. 

None of this is reversible. That is why it 
is pointless for advertising panjandrums to 
fret about it. The way to mak e progress, as 
most of the marketing communications 
holding companies have spotted, is not for 
advertising agencies to go backwards, but 
for holding companies to go forwards. 

The marketing communications compa- 
nies are building groups of expert specialist 
companies which can provide clients with 
all the marketing services they need, in the 
way that clients wish to buy them. 

Never again will clients embrace the 
exhausted 15 per cent commission system 
under which agencies provided a plethora 
of services “for free". Nor. in my view, is 
there any reason why these services should 
come from advertising agencies at alL 


T wo of the UK’s leading 
brand consultancies will 
today announce a merger to 
create the world's largest 
business dealing with branding, cor- 
porate identity and brand valuation. 

Interbrand, the fast -growing con- 
sultancy owned by Omnicom, the US 
marketing and services group, is to 
merge its UK business with Newell 
and Sorrell, which devised the con- 
troversial new corporate indent! ty 
for British Airways. 

The new firm. Interbrand Newell 
and Sorrell, will be part of the Ihter- 
brand Group with turnover of £50m 
($8lm) a year and 600 staff in 15 
offices worldwide. 

The merger reflects the rapid 
growth in consultancy services offer- 
ing advice on creating, developing 
and valuing brands, which are seen 
as vital to corporate success. 

“Any company competing in home 
or world markets needs to differenti- 
ate itself from its competitors,” says 
John Sorrell, the chairman of Newell 
and SorrelL “Brands can give them a 
competitive advantage in the eyes of 
the customer and help motivate 
their staff to win.” 


Merger unites diverse abilities 

John Willman looks at the benefits of a complementary link-up 



Brymer (left) with Sorrell, who will chair the new business 


The two businesses are uniquely 
complementary, says Charles Bry- 
mer, Interbrand chief executive. The 
merged group will have marketing 
consultants, graphic designers, 
brand valuation experts, product 
development specialists and trade- 
mark lawyers. 

“We will have the resources not 
only to advise on branding strategies 
and valuing brands.” says Mr Bry- 
mer. “We will be able to help them 
develop new products in a fast- 
moving world." 


Interbrand is the larger of the two 
partners, with 500 staff - 100 in the 
UBL It ^represented to all five conti- 
nents, with offices in cities such as 
Singapore. Seoul, Jakarta, Sydney, 
Bogota and Johannesburg as well as 
New York, London and Milan- - 
An early assignment was for Brit- 
ish Leyiand, the UK /-a fmairgr which 
is now BMW's Rover group, when it 
devised the names Metro. Maestro 
and Montego for saloon cars. 

In 1988, it valued Rank. Hovis 
McDougaQ’s brands for inclusion on 


the company's balance sheet -r the 
flint time . a company had valued 
acquired and homegrown brands. 

- Jt has devised, corporate identities 
' for.-. BMW, ' Compaq and -Zeneca 
among others and has helped -in 
naming products for Ford and.Glaxo 
Wellcome. It devised Zespri as a 
brand name for New Zealand kiwi 

-frUft. ■ 

Newell and 'Sorrell has 100 staff in 
Its-., two offices, in. Lbtidon . and 
Ams terdam.. Its strength lies in 
design and corporate identity. The 
firm has won more, than 60 awards 
for creativity and. effectiveness in 
tbe'UK US aikl'ccattlneutal Europe. 

Mr SorrelL ,who will chair the 
merged bushiess, has long advpcated 
better design standards.. Hje is a. for- 
mer chairman of the Business 
Design Association and has chaired 
the Design Council! since. 1994. .. 

His firm's clients mciadeLScbwep-- 
pes, Rabobank, Pharmacia & 
Upjohn, Seagram and Unisys. Its 
redesign of British Airways* . corpo- 
rate identity attracted controversy 
in. the UK for . dropping the Union 
flag in favour of 50 designs reflecting 
the art of d i fferent communities. • 


REBRANDING 


A dopting an initially implau- 
sible and uninformative 
brand name for new con- 
sumer goods and services 
has been popular recently in the UK 
But the process that produced 
Orange as the name for a mobile 
telephone operator and Goldfish as a 
credit card brand Is moving a step 
further with the rebranding of an 
existing service. 

Later this month, the Freepages 
name and its associated yefiow tele- 
phone logo will no longer be the 
branding of the telephone informa- 
tion service. In future the service 
will be called Scoot and will be iden- 
tified with a round -eyed purple blob. 

While the campaign itself is rela- 
tively small - Freepages’ annual UK 
marketing budget is no more than 
£10m ($16m) - the renaming raises 
broader issues about the role brand- 
ing can play in business expansion. 

When Freepages started in 1993, it 
benefited from the way its name and 
logo immediately linked it with the 
longer-established directory informa- 
tion services of Yellow Pages and 
Talking Pages. This year, however, 
the company began working with 


Scoot disconnects telephone 


The author is chairman af BottU. UK Group. 


SCOOT 


TM 


brand consultancy Wolff Olins to dif- 
ferentiate itself from its competitors. 

More than 90 per cent of the com- 
pany's revenue comes from its core 
telephone classified information ser- 
vice, but it wants to develop into 
other distribution channels and to 
become more involved in compiling 
databases. Its new identity had to be 
able to embrace these areas. 

“It had to be futureproof.” says 
Martin van den Oetelaar, Freepages’ 
international marketing director. 

Although the information is free 
to consumers, as the company devel- 
ops extra, added-value services on 
the internet, it may start to charge. 

“We don’t think being free is 


attractive as such. We would like to 
be valuable.” 

The company was looking for a 
namp that used a double “o" so that 
it could link it with the 00 element 
in freephone numbers. 

It was also looking for a brand it 
could use across Europe. Scoot has. 
already been launched in the Nether- 
lands through Freepages’ joint, van- 
ture with Dutch publisher VNU. It 
plans to enter Belgium next year. . 

Jane Wentworth, team leader on 
the project at Wolff Olins, said the 
European issue added two elements 
to the branding, which restricted the 
choice: first, the name had_to.be 
easily pronounceable and free from 


embarrassing connotations; ' and sec- 
ond, it had to be available for regis- .. 
testing throughout Europe. •" 

- The name is the same, but .- the \, 
advertising is taking very different - 
paths. In the Netherlands, the televt _ . 
sion advertisements feature the 
“Scootman’V . 

The UK advertising, executed by 
Wolff Olins, takes, a different tack. It . - - 
is based on the idea qf consumers 
deciding what they need, and Scoot *' 
facilitating whatever that is. 

Against the current background of 
increasing convergence iiFfcow the 
same brand is ad vertised across dif- 
ferent European r ! markets, t this . 
approach leaves unnsua] roam titor 
divergence, and the riskAhat this .A 
undermines the commcm -brand: . 

Having acknowledged Ifiiat, Ms 
Wentworth says there ure fairiy spe- 
cific guidelines about how to use the 
identity.- • r... '•£ wv 

For a telephone service which is 
all alroiti connecting ^ 
with . the information .theyjneed, this 
does sot seem & moment tod soon. : 


Alison Smith 


For tine FootDall World (Jup, 
we’re j^oing to get everyone in 


the world cheerinu at onee. 
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By providing sound, data and image transmission, France Telecom will let the whole 
world share the emotion of the world's biggest sporting event. Simultaneously. 
When France 98 kicks off, the entire planet will catch football fever - largely thanks to 
France Telecom, the Official Telecommunications Operator of the World Cup. For over a 
month, our teams will provide the most advanced communications resources to 10,000 


■ x ' - "t* 1 * ^ ‘ i ^- v • - t T_; 

^ . 

World Cup organizers and 9,500 journalists, keeping them in constant- touch Witlf esach ~ 

other and hundreds. of millions of fans. ” i • 

When service and innovation are key, you can.- count on France feicroiB, : a wodd-class . • 
operator with activities in over 50 countries.Together we can b uih rtfii? worfrf tn r .. ; 
http://www.francetelecom.fr 
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MARKETING / ADVERTISING / MEDIA 


LOGOS 


Shamrock triumphs over ‘alligators’ 

ttempts to change Ireland's traditional shamrock backfired, says John Murray Brown 


I McitaM T de i SCr J bed by Jim 

McDmd, Ireland's new tourism 

g~£MS£2 
** ,ea by a 

T _!? e r ? a ^ li0ned *nsh tourism 
lop, part of a l£32m (£29m/$46m) 
joint marketing effort with the 
Northern Ireland Tourist Board 
^ as . la ^ n ‘*« i last November by 
Bord Failte. the Irish tourist 
authority. 

It was the first campaign to treat 
me whole island as a single holi- 
day destination - and the first time 
anywhere that two countries have 
run a joint advertising campaign. 

The logo has now been dis- 
carded. The minister called last 
month for the return of the sham- 
rock, the three-leafed plant that 
has long been Ireland’s traditional 
symbol. 

Bord Failte’s own research had 
shown that although the shamrock 
was widely recognised in Ireland 
and in Irish communities in the 
US, it had less profile outside those 
markets. In Germany, for example, 
it was the symbol of a food com- 
pany. 

Noel Toolan was drafted in from 
GrandMet to become Bord Failte's 
international marketing director 
and the man behind this 


multi-mill i on pound makeover. 

Hie Irish industry is enjoying a 
boom, with revenues growing at 15 
per cent a year. Since 1988 tourism 
has accounted for one out of every 
three new jobs in the economy. 

Ireland was suddenly fashion- 
able. The Northern Ireland peace 
process had given an added push. 

But with funds from Brussels set 

to dry up as the poorer eastern 

European states looked for sup- 
port, Bord Failte wanted to makP 
plans for the ftiture. 

Research had shown that the 
product, for tourists who had expe- 
rience of Ireland, was better known 
than the image with which Bord 
Failte was trying to lure new arriv- 

The radically new 
logo depicted, in 
stylised manner, 
two people 
embracing and 
exchanging a tiny 
shamrock 


als. Mr Toolan argued strongly that 
Ireland needed to find a new icon. 

After months of trials. Design 
Works, a Dublin studio, came up 
with a radically new logo. It 
depicted, in a stylised manner, two 
people embracing and exchang ing 
a tiny shamrock. 

Officials said the campaign 
wanted to capture the idea of 
Ireland as an “emotional experi- 
ence". The board made 38 televi- 
sion advertisements. A film crew of 
120 worked throughout the country 
for three weeks in what Ur Toolan 
claimed was the world's most 
expensive production. 

A lot of work went in to choosing 
the right catchline. “Live a differ- 
ent life,” which seemed suitable in 
Europe, had sexual connotations in 
the US and was changed to 
“Awaken to a different world." 

The campaign was targeted at 
thehigher spending tourist As Mr 
Toolan said at the time of the 
launch: “It is Miw running a night 
chib which is close to full. We have 
to choose who to let in. We had to 
decide which markets we are going 
to spend our money on." 

But like many new designs, it 
was not universally liked. 
“Whether it’s the change of the 
shape of the shamrock on Aer Lin- 
gus or British Airways' new brand, 



The logo that cost l£32m (left) with the compromise solution 


every time any organisation deliv- 
ers a new logo, there are critics 
and supporters of it." says Mark 
Alexander, NITB's marketing direc- 
tor. 

Donald Helme, head of one of 
Dublin's best known agencies, says 
the minister's "slash and burn 
approach" in scrapping the new 
design reflected a widespread 
resentment, particularly in rural 
areas, over the beloved shamrock’s 
fate. 

But the minis ter's move comes at 
an awkward time as London and 
Dublin are exploring areas of possi- 
ble co-operation as part of the 
search for a political settlement in 
Northern Ireland. The imm ediate 


fall-out has been closer to home, 
with Mr Toolan's resignation- 

The industry has been unim- 
pressed. 

“This is what happens when a 
doctor from Donegal thinks be 
knows better than the profession- 
als.” says Pat Donnelly, chief exec- 
utive of All Ireland Media. 

Last week saw the announce- 
ment of the compromise solution. 
Mr Toolan's logo is relegated to 
one corner. It could not be jetti- 
soned because of the various corpo- 
rate licensing deals already entered 
Into by Bord Failte. 

And the shamrock has returned, 
albeit with signs of an attack of 
copywriters’ greenfly. 


United by desire to be first among regions 


I t has no national sym- 
bol. no flag and no sepa- 
rate language. Only a 
much-maligned accent 
and a location bind together 
much of the West Midlands. 
They hardly represent the 
most promising material for 
a marketing campaign to 
promote an English region. 

But the need to market the 
UK’s heartland has become 
so pressing that the region's 
private sector combined 
forces last week to launch its 
own poster campaign. It is 
thought to be the first 
regional campaign to be 
firnded entirely without pub- 
lic sector funds. 

For the marketeers, the 
next 12 months present an 
opportunity to sell the 
region to a high-profile 
series of captive audiences. 
Next month Birmingham 
hosts the national confer- 
ence of the Confederation of 


British Industry, in the sum- 
mer it will stage the G6 sum- 
mit of world leaders, the 
Eurovision song contest and 
the Lions Club international 
convention, the largest in 
the world. 

But the pressure is also 
competitive. The task of sell- 
ing the UK’s regions has 
become difficult over the 
past 10 years as the struggle 
lor inward investment and 
European Union funding has 
intensified. The West Mid- 
lands knows it could soon 
fall behind rival regions 
such as newly-devolved 
Wales and Scotland. 

The campaign, initially 
costing £200,000 ($322,000). 
owes much to its rivals' tac- 
tics. and is being staged at a 
series of "gateway” loca- 
tions. Sites at Euston rail- 
way station, as well as 
Heathrow and Birmingham 
airports, have been rhnmn. 



Heartland hard-sell: posters highlight business strengths 


Beverley Nielsen, regional 
director of the CBI in the 
West Midlands, the driving 
force behind the campaign, 
says: “We felt in the West 
Midlands that the percep- 
tions of the region were just 
not in line with the reality 
and we wanted to show 
there is a tremendous 
amount going on. 

“A lot of people know 
nothing about the region, 
and gain their perceptions 


by driving along the M6 and 
seeing the conurbation from 
a traffic jam. 

“Even the Welsh Develop- 
ment Agency was promoting 
itself more effectively in our 
patch than we were our- 
selves. We want to attract 
inward investors not living 
here, but we also hope there 
will be a spin-off feelgood 
factor for those who do.” 

Unsurprisingly for a cam- 
paign led by the private sec- 


tor. the posters seek to high- 
light the region's business 
strengths. Themed around 
the catchword “first”, the 
posters carry the slogan: 
"The West Midlands in the 
heart of England. First for 
innovation, performance, 
design and service." 

Almost as prominent as 
Lhe slogan are the sponsors, 
“the region's champions”. 
These include Cadbury. 
Powergen. Rover, the Royal 
Shakespeare Company and 
Birmingham Royal Ballet. 

The campaign seeks to 
bring together different sec- 
tors. But the breadth of the 
campaign has prompted 
local criticism that the post- 
ers lack a strong single mes- 
sage, and are cluttered by 
sponsor names. 

Digby Jones, senior part- 
ner of Edge & Ellison, a Bir- 
mingham legal firm, says: 
“The West Midlands is an 


area that is recognised as 
making motor cars but we 
are not just about motor 
cars. Over the last 10 years 
we have seen huge growth in 
world-class businesses in dif- 
ferent sectors." 

For the individual “cham- 
pions", the posters are a 
chance for mutual self-help. 

Alan Jones, managing 
director of TNT UK, the dis- 
tribution company, says: 
“We are trying to promote 
the region to promote our- 
selves, and vice versa. 

“We are a carrier and we 
can only carry goods that 
people make and send. The 
more they make and send, 
the more business we have. 
That is why we have grown 
from virtually nothing to 
employing 3.000 people in 
the region in the last 17 
years.” 

Richard Wolffe 


ADVERTISING 

Banks make 
headline news 

TV is raising the profile of 
privatisation in Poland, says 
Christopher Bobinski 


P oles are no strang- 
ers to campaigns 
that market new 

share issues. Today, 

for example, shares in the 
Powszechny Bank Kredy- 
towy, a state-owned commer- 
cial hank, are being offered 
to the public. 

Media spots regularly 
advertise the latest offering. 
The number of companies 
quoted on the stock 
exchange is more than ioo 
and rising. 

Although Z3 I3bn (£2_ ibn/ 
$39bn) was spent on adver- 
tising in Poland in the first 

half of this year, the share of 
finan cial products and secu- 
rities is still marginal. About 
two-thirds of what was spent 
went on food, cosmetics and 
other bodycare items. 

But this summer’s sale of 
B ank Handlowy. one of 
Poland’s largest banks, and 
KGHM. the copper ore min- 
ing and smelting company, 
have lifted the share of 
financial advertising. 

The two offers were 
among the largest Poland 
has seen and they tested the 
advertising industry’s capac- 
ity to run a mass campaign. 

The offers’ success has 
strengthened the hand of 
those arguing for next year’s 
privatisation of Telekomuni- 
kaeja Polska SA, the state- 
owned telecommunications 
operator, to be aimed at 
domestic small investors. 

An emerging mar ket like 
Poland contrasts with the 
US where it is mutual hinds 
that are marketed to the 
genera] public. In Poland, 
corporations and the state 
chase the individual small 
investor in public offers. 

There are good political 
reasons for this. Polish gov- 
ernments of every hue want 
to be seen spreading the ben- 
efits of privatisation of the 
large state-owned compa- 
nies. The managements of 
such corporations, eager for 
as much freedom as possible, 
do not object to a large 
shareholder base, which is 


easier to handle than a few 
shareholders. 

Leo Burnett's Warsaw 
office was told to pitch the 
BH campaign at all 28m 
adult Poles, advertising on 
television at peak times. 

The campaign resisted the 
temptation to concentrate an 
the target audience of active 
investors thought to number 
about 100,000. In the end, 
140,000 people bought shares. 

BITs aim had been to raise 
awareness of the 125-year-old 
bank among a population 
which saw BH as a corporate 
bank that had concentrated 
on trade finance for the past 
50 years. 

The bank sought a cam- 
paign to fulfil its ambition to 
attract as many investors as 
possible while building an 
image for when the h ank 
moves into retail operations. 

The campaign also ful- 
filled the “scarcity and qual- 
ity” condition that financial 
public relations companies 
swear by. Under this princi- 
ple. a campaign persuades 
individual investors that a 
run for shares is on and they 
may miss out on buying 
stock in a quality company. 

It was the 100,000 or so 
active investors Piotr Luka- 
siewicz of McCann Erickson 

had in mind in his cam paign 

for KGHM. But he too had 
been told to pitch the cam- 
paign as widely as possible. 
About 180,000 people applied 
for shares. 

Both Leo Burnett and 
McCann Erickson were try- 
ing to achieve the same 
mass appeal, so television 
advertisements for the bank 
and industrial combine were 
similar. Both assumed the 
companies were well known 
by clients but less so by the 
public. Both companies' 30- 
second television spots 
stressed the product’s sound- 
ness. its reliable past and its 
glorious future. The ads 
swirled with modern images 
to show the country could 
not function without copper 
or prudent bank loans. 


Web Site of the Week 


Travel made easy via the net 


E . uropay Interna- 
tional, - Master- 
Card’s partner in 
card payment 
systems, has revamped Its 
web site (www.euro : 
pay.com) to offer updates on 
products and services, elec- 
tronic commerce and secu- 
rity. as well as useful fea- 
tures for foreign travellers. 

Europay says about 40 
per cent of European holi- 
daymakers will rely ■ on 
plastic rather than cash to 
pay their travel bills this 
year. A section on the site 
gives tips on purchase pro- 
tection and card security. 


For business travellers, a 
Money Abroad section wfll 
offer information on cur- 
rencies, language and find- 
ing your way around capi- 
tal cities. A link with 
City.Net also helps make 
life easier for first-time visi- 
tors to European cities. 

With MasterCard spon- 
soring next year’s football 
World Cup in France, the 
site, will have information 
on the bnfld-up to the tour- 
nament as well as details of 
card facilities in the French 
cities hosting the games. 

There will also be an 
online World Cop competi- 


tion, starting in December, 
with a travel package to an 
important game as a prize. 

Card companies are real- 
ising the value of using 
internet sites as more than 
just a marketing vehicle, by 
offering users functionality 
to create a closer relation- 
ship with their customers. 

For example. Visa’s site 
(www .visa.com) uses map- 
ping technology to offer vis- 
itors a useful automatic 
transfer machine locator 
function. Just key in any 
house address in the US, 
rianada or Australia and a 
colour map will show the 


locations of the three clos- 
est Visa ATMs. 

With about 160m people 
holding Europay or Master- 
Card brand cards, the 
organisation has a large 
readymade audience far its 
information; but it hopes 
its web site can offer 
enough to bring in non- 
cardholders as well. 

Information about a pilot 
scheme that Europay was 
involved in, looking at 
secure electronic payments 
via the internet, will also 
be available at the site. 

Stephen McGookin 


Tim Jackson • On the Web 


Shopping for toys can be fun 



“I started 
thinking 
about it last 
Christmas, 
when I had to 
buy some 
presents far' 
my nieces, and 
1 nephews in 
Atlanta. Toy stores are a 
really miserable experience, 
you know. People don't like 
bringing their kids. So I 
thought let’s find a really 
compelling reason to keep 
people out of toy stores.” 

The speaker , is Toby Lenk, 
35 , founder and chief execu- 
tive Officer 'Of EToys, an elec- 
tronic-commerce start-up 

based in Los Angeles. Mr 
Lenk bad been kicking 
around ideas for possible 
internet businesses with Bill 
Gross, owner of. IdeaLab, a 
venture company that has 
helped form a number of 
other start-ups. , 

He had rejected the idea oi 
a real estate service on the 
web, and ah idea for a Top 
Ten site that would sell the 
top 10 items in every cate- 
gory. “I wanted a business 
that had some gross mar- 
gins.'’ Mr Lenk explains. 

The problem with real 
estate was that after years of 
guarding their listings 
closely, local agents had 
begun to make them avail- 
able to everyone. And the 
problem with the Top Ten 
concept was that the most 
popular products in each cat- 
egory tend to be sold as loss 
leaders anyway. 

EToys. which opened its 


virtual doors last week, sells 
a range of .1,000 different 
toys over the web. 

Customers choose what 
they want by clicking an pic- 
tures or. descriptions, pay 
with their credit cards, and 
receive shipment by UPS. 
The site allows customers to 
browse through the list by 
age, type and what they 
hope the- child will learn 
from using the toy. 

; - But its chief selling point 
is that it isn’t Toys R Us; Mr 
Lenk says his research 
shows parents hate being 
dragged around toy super- 
stores by their 'children, end 
farced to buy products they 
would not have efiosen 
themselves. 

Worst of all, he argues, is 
the fhat toy” phenomenon, 
in which popular items pro- 
moted heavily on TV get 
sold out.. “Hot toys are the 
vaponmare of the toy indus- 
try,” Mr Lenk says. 

■ “They don’t exist, because 
they only get hot when they 
disappear — but retailers 
love them, because parents 
are forced to go on a ‘trea- 
sure bunt*, making repeated 
visits to the store and buy- 
ing other products to console 
their children for the 
absence of the hot toy” 

Buying on the web, in the 
quiet of the bouse after the 
children have gone to bed, 
seems positively civilised by 
comparison. And when a hot 
toy is truly out of stock, par- 
ents can “back-order” it, 
promising their children 
that they’ll receive it as soon 


as it becomes available from 
the manufacturers. 

Like other successful elec- 
tronic commerce ventures, 
the EToys site contains some 
content - advice to parents 
and children on what to buy. 
It also has a reminders ser- 
vice for adults who might 
otherwise forget a birthday. 

Mr Lenk, who joined a 
management consultancy 
from Harvard Business 
School and then spent five 
years as a vice-president of 
planning strategy for Dis- 
ney’s theme-park business, 
sees a compelling financial 
imperative behind the 
venture. 

“To serve the country. 
Toys R Us has something 
like $Sbn (£3bn) of net fixed 
assets, exclusive of inven- 
tory and working capital. 1 
don’t need any of that I can 
serve the world with one 
store.” 

EToys has a number of tal- 
ented managers brought in 
from other businesses with 
the offer of stock options. 
But it owns only one 4£00 
sqft warehouse fin Oakland, 
a few hundred miles north of 
its offices), with two staff 
and a computerised ware- 
housing system. And it was 
able to start up with remark- 
ably little capital. 

Gross put in $250,000 in 
seed capital, and the busi- 
ness recently dosed a round 
of venture capital from pri- 
vate investors that brings! ts 
bank balance to slightly 
more than Cm. 

Most suppliers have given 


30 or 60 days’ credit, and 
some have offered products 
on sale or return. Some prod- 
ucts are drop-shipped 
straight from suppliers; oth- 
ers, such as books and CDs, 
are kept in ones and twos 
and replenished overnight 
By taking lower margins. 
EToys aims to meet or beat 
the prices charged by Toys R 
Us for the same products, 
thus counteracting the econ- 
omies of scale of the world's 
biggest toy business. Mr 
Lenk is reluctant to offer 
sales projections, but he 
claims early success. 

Re expected October to be 
what is known apparently 
inside Disney as a “lookee- 
loo” month, when customers 
browse around before the 
Christinas rush. In fact, he 
says, the site sold products 
on its first day of business. 
This was partly thanks to a 
range of marketing and 
advertising deals with prom- 
inent internet businesses 
including AOL and Infoseek- 
But it would be wrong to 
think of Mr Leak and his 
merry band at EToys as 
wholly on the side of the 
angels. When I looked at the 
site last Thursday, It was 
promising a startling new 
feature in the near future: 
electronic “postcards”, in 
which children can tell 
mrriaw and aunts and their 
parents’ friends what pres- 
ents they want 
Now that’s a real night- 
mare: junk mail from a 

three-year-old. 
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International Internet Name Registration 


Have you registered your company, trade and 
product names around the world? 300,000+ 
names are already registered, are yours? 
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FOREX 

Read Dave Reed 

LIVE 

World business news 
from Financial Times 
Television. 24 hour iive 
commentary and FOREX 
analysis provided by 
Tuliett & Tokyo 


FT Television 

Read it at 

www.ft-television.com 
(or www.tultettco.uk) 


Tenders 


on the web 


An aisctronic dal abase of 
pu&Hc contracts worldwide. 

www.tenders.co.uk 
Telephone +44 (0) 171 267 8988 


IMVS.COM 


www.imvs.coni - 










Residential 


For facilities and 
information see: 

www.stjamesclobxo.iik 
TeL +44 171 629 7688 
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EXTRAVAGANZA! 


.hup:, '.vw’.y. hoiiday-inn.com 


or E-mail us a! 
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ptew Packaging Waste Legislation 
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pamn 5&p esasaec? 

Essential Wormaflon for Company 
Secretaries and Hectors, 
http j(/oo rworkl.ccmpuserve.com 
Aomepages/Sd&ota 


EarthCouncil 

Organisation 

“ECO” 

a free cyberspace 
commonwealth 

Brains, courage and 
dedication needed to 
make this 21st century 
community a reality. 
You are invited to join 
blue print discussion 
forums on structural 
legal, financial and 
social issues on 
http://www.eco.co.za 


Tired of paying 
for your 
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information 9 
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the FT gives you 
the chance to advertise 
yocr internet srte to the 
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160 countries worldwide. 


fo addition afl adver- 
tisements also appear on 
FT.Com 

- the FTs internet sfte. 
As part of the package we 
g}ue you a trfqus 
opportunity to attract oir 
readers to your internet site 
through 

a Bvb hyperfink. 

The writer of regstered 
usees accessing FT.Com is 
ruming at 470,000 and Is 
gflMfttgty 1400 a day 
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and further details. 
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BUSINESS TRAVEL 



Travel Updat e • Roger Bray mephant switch 


Gloom on prices 


European, companies face an 
overall Increase of 5 to 6 per 
cent in business travel costs 
In real terms next year, 
American Express predicts. 

Worldwide hotel rates will 
rise by an average of 3 to 4 
per cent. Regular travellers 
to Rome will be particularly 
bard bit. Room prices there 
are forecast to increase by 
10 per cent. Business niaan 
air fares will increase by 
another 6 to 7 per cent, the 
company believes. On routes 
within Europe the increase 
will be only about 4 per 
cent 

But those flying to North 


America or the Asia-Pacific 
region will be hit harder. . 
Fares to destinations there 
are likely to rise by 9 and 10 
per cent respectively. 

American Express says 
demand is being fuelled 
partly by expanding trade . 
with developing countries. It 
believes European 
companies spend an annual 
total of $14lbn (£S7bn) on 
travel and related expenses 
- an average 51,500 per 
travelling employee - and it 
estimates that by failing to 
manage this expenditure 
efficiently they are 
squandering $S.5bn a 
year. 


The Hotel Elephant hi 
Weimar, whose part 
customers included Goethe, . 
ScMler, Thomas Mann and 
J.S. Bach, will be managed 

by tbeEempinskJ etiain 

from the start of next year. 
Decorated partly in 
Bauhaus and partly In Art 
Deco style, the 102-room 
pro pe rty is being 
refurbished. It opened as a 
hotel Just over 300 years 
ago. Meanwhile in the US, 
the Grand KemptnskL in 
Dallas Is to Join the 
Inter-Continental stable. ' 
The hotel includes a - 
.conference centre with 
81,000 sq ft of meeting ‘ 
space. Its 582 guest rooms 


and public arras are also. ‘ 
undergoing a renovation. . 
.The switch is part of a! drive 
by InterContinental to 
increases its US presence. . 


says he hopes that will be a 

formality. . 


Food for flight 


Armenia link 


British Mediterranean. • 
Airways has won approval • 
from the UK CM! Aviation 
Authority to launch flights, 
between London. Heathrow 
: and the Armenian capital, 
Yerevan The airline plans 
to start operating twice a 
' week on December ! under 
its franchise agreement with 
British Airways. It still 
needs final approval from 
the Armenian government, 
but Des Hetheringtoh, the 
airline's managing director, 


Bored with airline food? . 

. The Peninsula Beverly HfTfc 
is providing in-flight meals, 
and guests can design their 
own menus. Dishes include 
; smoked salmon with •• 
garnish and bagel, grilled 
pitta bread with roasted 
gailic hummus, and 
marinated shrimp with . 
galled vegetable salad, y 


service from Heathrow' ~y- 

because it needed aH Its '■* 
take-Off and landing slots fin- 
ite Warsaw operation Now 
it plans to fly twice a week \ 
from Gatwick starting next 
summer. 


Ukefy* weather in this lading 


Swedish question ? 


Gdansk route 


Polish airline LOT plans.to 
resume flints between 
London and Gdansk. Two 
years ago it stopped its 


Stockholm will decide soon 
whether a new conference ' . 
centre and hotel should bd 
built over the tracks at . 
VBstra railway station. . J-\ 
Proposals from three 
architects are under !' 
consideratiwt Thernrost' 
modest envis ag e s a main- 
auditorium seatihg-sl^hfly - 
fewer than 2,000 delegates, 
the most lavish ufrall with . 
capacity for 4,000. ' - 
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Scheherazade Daneshkhu on a city developing to keep pace with demand 


A mid the derelict 
warehouses of 
south Chicago near 
A1 Capone's old 
gangland headquarters, the 
final touches are being put 
to a gleaming white build- 
ing. McCormick Place, Chi- 
cago's exhibition and con- 
vention centre, has almost 
completed a S987m (£61 3m) 
expansion and renovation 
project that is expected to 
earn the city an extra $l.6bn 
in annual revenues. 

Chicago has long been 
established as a conference 
destination and Richard 
Daley, its mayor, wants to 
make sure it keeps that way. 

The South building exten- 
sion, which opened in. 
December, added 840,000 sq 
ft to the complex, bringing 
the total to sq ft - more 
than twice the size of Chica- 
go's nearest rivals. Orlando's 
Orange County Centre and 
the Georgia World Congress 
in Atlanta. 

Chicago's tradition of 
blues music has always 
given the city rhy thm but 
these days it buzzes, as a 
campaign to promote tour- 
ism appears to be succeed- 
ing. Tourism will be given a 
further boost when 5,800 
travel agents and tour opera- 
tors attend the International 
Pow Wow at McCormick 
Place next May. 

As home to the world's 
largest futures market, Chi- 
cago's position as a business 


Chicago buzzes to the blues 


M ost business travel- 
lers probably 
worry more about 
muggers than air quality. 
But the south-east Asian 
smog and the restrictions on 
cars in Paris last week may 
help to tilt tiie balance. 

The UK Foreign Office, 
which provides regularly 
updated advice to travellers, 
generally concentrates on 
physical threats such as 
political violence, crime and 
air safety. But as the “haze” 
caused by forest fires spread 
through south-east Asia, it 
was prompted to issue an 
alert 

Travellers with respira- 
tory or heart: problems who 
were heading for Malaysia 
or Singapore were urged to 
seek medical advice before 
leaving. Healthy visitors 
were advised to limit out- 
door activity and exercise, 
such as jogging. 

Air quality in most of the 
world's largest cities is 
poor. Dr Richard Dawood, 
editor of the Travellers’ 
Health handbook, says that 
in tiie worst affected places 
even normally healthy 
people could experience 
unpleasant symptoms. 
"There are certainly people 
who don't normally suffer 
from asthma or other respi- 
ratory difficulties who could 
develop problems just by 
spending a lot of time out- 
side. 

“If you suffer from a pre- 
existing medical condition 
such as hay fever or asthma, 
any form of particulate mat- 
ter can trigger an attack.” 

Where are the wont 
spots? The most recent wide- 
ranging study was probably 
that published by the World 



Don’t mention the gangsters . . . 


Block bookings: hotels in Chicago are busy all year 


Mention Al Capons in Chicago 
and you wiU feel like a 
criminal. In Kb efforts to 
promote Chicago as the City 
of Culture, the tourist board 
does not Bke to be reminded 
of its notorious past, 
Scheherazade Daneshkhu 
writes. 

There is not a whisper of 
old Scarface in the board's 
literature. The factoheet, 
which begins with founder 
Jean Baptiste Pont DuSable in 
1779 and ends with the 
Museum of Contemporary 
Art's move to a new building 
last year, makes no mention 
of the 1929 St Valentine's Day 
massacre. Nor does the 


world’s best known gangster 
feature in the board’s Chicago 
Superlatives fist 

There was an Al Capone 
museum but it shut down last 
year, and now it is a 
Rainforest Cafd. Tourist board 
officials say frostily there is 
not much demand for “that 
kind of thing*, which is why 
the museum closed. 

However, Untouchable 
Tows has recognised that the 
gangster past to part of the 
city’s heritage, it escorts 
25^000 people a year on a bus 
tour of gangster places of 
interest Don't expect to find 
It in the tourist board’s 
guides, though. 


destination is assured. Cou- 
pled with the rise in tourism, 
demand for accommodation 
has led to a hotel boom. 

There are 39,000 rooms 
downtown and another 
30,000 jn the metropolitan 
area. More than 4,000 rooms 
are planned by the year 2000. 
Sixteen hotels are being 
built or have been renovated 
in the past year. 

Hyatt is building an 800- 
room hotel next to the 
McCormick centre, Marriott 
plans two new hotels, and 
Wyn dham Hotels is convert- 
ing an office building. 

Inter-Continental, Hilton, 
Hyatt Regency, Westin, Clar- 


ion Executive Plaza and Rad- 
isson Hotel Suites have 
recently completed renova- 
tions on most of their rooms. 
Same of the smaller plush 
business hotels, including 
the Tremont and Whitehall, 
have also had facelifts. 

Hotel prices have been ris- 
ing meanwhile. The annual 
average hotel room price in 
Chicago rose 13 per cent last 
year compared with 1995. 

American Express says 
room prices are higher In 
Chicago than San Francisco, 
but lower than New York or 
Boston. It recommends early 
booking and flexibility since 
it is easier to find rooms in 


the suburbs and near the air- 
port than centrally. 

Carlson-Wagonlit, the 
business travel agent says it 
is a ‘'nightmare" trying to 
book rooms in Chicago, par- 
ticularly at present as the 
business and conference sea- 
son is in fuE swing. 

“Chicago is a hot city." 
says Alan Farwell. the gen- 
eral manager of the Hyatt 
Regency, a 2,000-room twin- 
tower monstrosity with fabu- 
lous views from its enor- 
mous bar. “It used to be real 
quiet in winter and summer 
but now it’s busy pretty 
much all year round. 

“We are probably a bit 


undersupplied [in hotels], 
especially by McCormick 
Place, and we could use 
smaller hotels in the city.” 

Traffic through O'Hare air- 
port, the world's largest, is 
also rising. The airport, 
which handles 103 aircraft 
an hour and 69m passengers 
a year, says it does not know 
what its capacity limits are. 
If the traffic jams around the 
airport are anything to go 
by, they may already have 
been reached. Of $ibn being 
spent on improvements by 
O'Hare in the next four 
years, some will go on 
improving motorway access 
and enlarging parking space. 


Cover 


against 


smog 


Roger Bray on 
the dangers of 
air pollution 
around 
the world 


Health Organisation and the 
United Nations Environment 
Programme in 1992. 

It compared 20 leading 
cities and found seven had 
three or mor e po llutants 
that exceeded WHO health 
protection guidelines. They 
were Mexico City, Beijing, 
Cairo, Jakarta, Los Angeles, 
Sfio Paolo and Moscow. 

At some time or otber, 
however, individual pollut- 
ants soared above safety lev- 
els in all 20 centres. The 
risk list Included. Buenos 
Aires, Rio, Manila, New 
York and London. 

Asian cities suffered more 
acutely than most from 
suspended particulate mat- 
ter (SPM). Sulphur dioxide, 
which is produced by coal 
and oil consumption, was a 
particular problem in Bei- 
jing, Mexico City, Seoul and 
Shanghai. There were seri- 
ous levels of lead in Karachi 
and Cairo. 

More recent data suggest 
that In general, SPM and 


sulphur dioxide have fall si 
in developed countries hut 
that in developing cities - 
and those in transition to 
the free economy - concen- 
trations of these and other 
pollutants is rising. 

In 1995 Calcutta, Delhi 
and Santiago all reported 
serious particle pollution. 
Los Angeles appears to have 
improved, and this week Sfio 
Paolo is bringing in some 
restrictions on car use. But 
in many places road traffic 
is growing at a rapid rate. 
In Bangkok, for example, 
300 to 400 more vehicles are 
added to traffic Jams dally. 

What can travellers do to 
protect themselves? Dr 
Dawood recommends seek- 
ing local updates, particu- 
larly for people with exist- 
ing 1 problems. 

“One difficulty is that 
business people tend to get 
sent to places at very short 
notice and .don’t always get 
time to prepare properly,” 
he says. “But they should 
always ensure they take 
medication as a back-up and 
have insurance which 
includes an emergency tele- 
phone number for health 
advice:*' . 

Other travellers might 
consider taking a mask of 
the type used by cyclists. 
More than one may be nec- 
essary if you intend to be 
outside for long periods. 

Respirator manufacturer 
3M recommends one with 
carbon (activated charcoal) 
to keep out some gases, and 
a separate filter to stop solid 
particles. It may not stop 
carbon monoxide or nitro- 
gen dioxide, however, and 
may not protect from very 
small particles. 
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One virtuoso 
after another 


T he night before the 
press opening last 
week of Tfce Invention 
of Love - a new play 
by Tom Stoppard 
which Richard Eyre has directed 
at the Royal National Thea tre - 
Eyre officially ended his nine- 
year regime as the National’s 
director. Throughout thp^» wing 
years, he has kept his profile 
remarkably low. Little contro- 
versy, and less flamboyance. This 
has been in deliberate contrast to 
the publicity-luring regime of his 
predecessor, Peter HalL In recent 
years, Eyre’s voice, in both writ- 
ing and broadcast, has become 
widely known; but it is always a 
calm voice, steady, wry, discreet 
A greater degree of heat sur- 
rounds the reputation of Trevor 
Nunn, who began his tenure on 
October L Nunn is known for 
being effusive, both in enthusi- 
asm and in defence. But he 
resembles Eyre in one respect* 
whereas some directors bring a 
characteristic stamp to all they 
do, these two have the stylistic 
anonymity of true virtuosi. Just 
look at Eyre’s productions in the 
last 15 months alone; John 
Gabriel Borkman, Guys and 
Dolls, King Lear, Amy’s View and. 
last week. The Invention of Love. 
Quite a quantity, and quite a 
quality. Eyre has done more in 
these 25 months to demonstrate 
his standing as one of our great- 
est directors thaw he has done in 
the previous five years. Yet what 
do these productions have in 
common? Next to nothing. In par- 
ticular, his volte-face from Guys 
and Dolls to King Lear, both of 
which I find definitive stagings, 
must have tickled him pink. The 
man disappears in his warfc. 

N nnn is capable of no less. 
Indeed, in 1998. he jumped from 
the premiere of Tom Stoppard’s 
Arcadia to that of Andrew Lloyd 
Webber’s Sunset Boulevard: a 
remarkable feat, but one of 
which nobody, alas, should be 
proud. Arcadia was a cl ass ic stag- 
ing, beautifully elucidating the 
play, pacing its dynamic and 
emotional contrasts with ravish- 
ing naturalness. But Sunset Bou- 
levard ? Some of the dialogue 
seemed to be tamely following a 
metronome, and every damned 
wow effect was as synthetic as in 
every other blockbuster musical. 
It appalled me, and yet I see that 
Nunn understands the imsponta- 
neous nervous system of the 
modem musical. His Sunset Bou- 
levard was not good, but it was 
good Lloyd Webber. Like a cha- 
meleon, Nunn can dissolve hzm- 


Trevor Nunn has just succeeded Richard Eyre at the 
National Theatre. Alastair Macaulay compares their style 


self into his setting (can, but not 
always; he has, for example, cer- 
tain tricks of ensemble narrative 
that he used to effect in both 
Nicholas NUMeby and Les Miser- 
abl&s: I wish that his recent 
Enemy of the People had not 
reminded me of them, great fan 
of his Nickleby though I was.) 

It is not for critics to tell direc- 
tors - let alone directors of 
national companies - what to do. 
The best artistic practitioners 
should always be ahead of us, 
proving our preconceptions 
wrong at regular intervals; the 
weak ones follow our advice. 
Nunn will succeed best as the 
National's artistic director if he 
proves me wrong, in ways I can- 
not now imagine. He may there- 
fore disregard me to his advan- 
tage when I observe the bad and 
good lessons he can leant from 
Eyre's regime. 


B ad lessons? The 
National, like the 
RSC. has much too 
much film-type music 
used to build tension 
beneath dialogue (we think you’ll 
find the script more exciting if 
we malm you think you're watch- 
ing a film, not a live perfor- 
mance); and there have been too 
many “timely” productions of old 
plays (we're reviving this play 
this year because it'll remind you 
of recent headlines - it really 
isn't good enough to work at any 
other time); and it too seldom 
feels like a company (we’d never 
use those actors in any show but 
this one). 

Good lessons? One way in 
which Eyre has made the 
National feel more national is by 
cooperating with some of our 
most interesting smaller compa- 
nies. We have seen Cheek by 
Jowl, Shared Experience, Thg&tre 
de Complicity and others at the 
National, and everybody has 
profited thereby. Eyre has given 
key op portunities to several of 
younger directors: his National 
has played a crucial role in the 
careers of Nicholas Hytner (Wind 
in the Willows, Madness of George 
IU), Declan Donnellan (Puente 
Ovejima, Angels in America), 
Deborah Warner (Richard 27). 
Sam Mendes (The Sea, The Birth- 
day Party). Steven Daldry (An 
Inspector Calls, Machinal). Eyre’s 
National has often shown excel- 
lent taste in modem authors and 
new plays: Stoppard’s Arcadia, 
Hare's Racing Demon and Sky- 
tight, Alan Bennett’s Madness of 
George DJ, Patrick Marber's Deal- 
er’s Choice and Closer. 


There have been some (though 
too few) important productions 
that have helped us to reconsider 
neglected works of our national 
canon: notably Eyre's own super- 
lative production of Granville 
Barker’s The Voysey Inheritance 
and Katie Mitchell’s staging of 
Githa Sowerby’s Rutherford & 
Son. And there have been some 
(again, too few) memorable stag- 
ings of plays by authors gener- 
ally pla ced in the British canon: 
Shakespeare, Jonson. Middleton, 
Pinero. Shaw, Osborne, Pinter. 

“National", of course, invari- 
ably also mrans “international”. 
We judge the National in large 
part by what it does by the 
Cheeks. Lope de Vega. Moligre, 
Ibsen. Chekhov, Beckett, Tennes- 
see Williams, et al; by how its 
productions fare abroad; and by 
what productions it imports. 
Eyre’s National tended to do bet- 
ter by the Americans (Eyre's pro- 
duction of Williams's Sweet Bird 
of Youth was another of his own , 
triumphs) than by the Euro- 
peans, until last year (when his 
own accounts of La Grande 
Magic and John Gabriel Bork- 
man did more than justice). 
Numerous National productions 
have toured abroad to acclaim, 
and a few foreign productions 
(above all, Giorgio Strehler’s 
Milan production of Goldoni's Lt 
Baruffe Chiozzotte, the Com£die 
Francaise production of Mari- 
vaux’s Les Fausses Confidences, 
and Pinter’s Dublin production of 
his own Landscape ) have 
appeared at the National. It may 
be possible for Nunn to match or 
surpass this record, but it will be 
hard. 

I will miss Eyre at the 
NationaL In his superbly unob- 
trusive way, he has made it a 
pleasant and valuable place to 
visit. And to revisit: there have 
been a number of productions I 
have needed to see at least twice, 
simply for the good of my soul, 
and several of them have been 
directed by him. As a director, he 
has carried on growing, espe- 
cially of late. As artistic director, 
he has helped the whole of Brit- 
ish theatre - playwrights, direc- 
tors, designers, translators, act- 
ors, repertory, canon - to grow. 
There have been, there are, mis- 
takes; but in the balance they 
count far less than the breadth 
and depth of the achievement. 
Simply, the National has became 
a more large-spirited institution 
under Eyre. I testify that my own 
sense of theatre has grown there, 
and I record my sincere gratitude 
and admiration. 



■ AMSTERDAM 

OPERA 

Het MurteMheater 

Tel: 31 -20-551 8911 
La Traviata: by Verdi 
Netherlands Opera revival of a 
Staging by Alfred Kirchner, 
conducted by Ralf Wetkert; Oct 
7. 10 . 

■ BERLIN 

S Tel: 49-30-203090 

Berlin Symphony Orchestra: 
conducted by John Carewe tn 
works by Schubert and Liszt 

With the Emst Senff Chor and 

baritone Siegfried Lorenz; Oct 10 

OPERA 

Deutsche Oper 
Tel: 49-30-34384-01 

• per Ftiegende Hollander by 
Wagner. Conducted by Christian 
Thielemann in a staging by Gotz 
Friedrich; Oct 8 

• Der Prinz von Homburg: by 

Henze. Conducted by Christian 
Thielemann In a staging by G5tz 


Friedrich; Oct 10 

• Die Zauberflfite: by Mozart 
Staged by GQnter Kramer, with 
sets and costumes by Andreas 
Reinhardt; Oct 7 

■ BONN 

EXHIBITIONS 

Kunst- und Ausstel ungshafle 
der Bundesrepubfik 
Deutschland 

Tel; 49-228-917 1200 
Kunsfoaffe Bremen: selection of 
important works including 
paintings, sculptures and copper 
engravings from the collection of 
the Kunsthalte Bremen. Ranges 
from 17th century Dutch painting 

to modem photography; to 

Jan 11 

■ BRUSSELS 

OPERA 

La Momaie Tel: 32-2-229 1211 
Oteflo: tV Verdi- New production 
conducted by Antonio Pappano 
In a staging by Willy Decker. 
Cast includes Susan Chilcott as 
Desdemona; Oct 8 

■ CHICAGO 

OPERA 

Lyric Opera of Chicago 

Tel: 1-312-332 2244 

• Nabucco: by Verdi. New 
production staged tv 
Moshinsky and conducted by 
Bruno Bartotetti. Cast indudes 
Marla Guieghina and Samuel 
Ramey; Oct 8 

• Peter Grimes: tv Britten. 
Conducted by Mark Elder, 
making hb Lyric Opera debut. In 
a staging by John Copley. Ben 


Heppner sings the title role; 

Oct 6, 9 

■ COPENHAGEN 

EXHIBITIONS 

Louisiana Museum of Modem 
Art, HumlebaeJc 
Tet 45-4919 0719 
The Louisiana Exhibition 1997: 
New Art from Denmark and 
Scania First of a planned series 
of shows which w3 1 present 
contemporary work from the 
region, this show includes new 
works tv around 50 artists; to 
Feb 8 

■ FORT WORTH 

EXHIBITIONS 

KknbeH Art Museum 

Tel: 1-817-332 8451 
Impressionist and Modem 
Masterpieces: The Rudolf 
Staechefin Family Foundation 
Collection of Basel. First 
American showing of 26 
paintings including Gauguin's 
Nafea Faa ipoipo (When Will You 
Many?), and works by Cfaanne, 
Matisse and Picasso; to 
Jan 11 

■ LONDON 

CONCERTS 
Barbican Centre 
Tel: 44-171-638 6891 
London Symphony Orchestra: 
conducted by Mark WIgglesworth 
In works by Anna Akhmatova and 
Shostakovich; Oct 9 

Royal Festival HaS 
Tel: 44-171-928 8800 
World Plano Competition: 



Joan Rodgers and Edward Burrowes in Deborah Warner's new production for the Royal Opera ***** 

Opera/Andrew Clark 

A ‘Screw’ which fails to turn 


I f The Turn of the Screw does 
not leave cast and audience 
drained, something is 
wrong. There lies the fatal 
flaw in the Royal Opera’s new 
production, which opened at the 
Barbican, London EC2 on Thurs- 
day. The singers cannot be 
blamed: they are strikingly well 
chosen, and play their parts with 
unstinting finesse. Nor can Sir 
Colin Davis: despite the acoustic 
of the Barbican theatre, which 
does its best to desiccate Brit- 
ten's score, he conducts a 
supremely alert, vivid account 
And it would seem curious, at 
first sight, to blame Deborah 
Warner for a production of such 
cool, bare intellect But the prob- 
lem with her rationalist approach 
is that it robs the Henry James 
ghost-tale of mystery; it lacks all 
power of suggestion. Warner and 
her designers, Jean Kalman, Tom 
Pye and John Bright, come up 
with lots of well-made Ideas - the 
window-screen describing the 
Governess’s journey to Bly, the 
bed of planks rising to form 
church pillars - but none of them 
grips. We are invited to admire, 
and admire we do in every scene, 
bat not to get involved. 

There is no set: just barren 


afternoon and evening recitals by 
competitors in the Purcell Room, 
Sep 28 to Oct 5. The Grand Final 
is on Oct 7, with the 
PhHharmonia Orchestra 
conducted by Alexander 
Sanderiing, in the Festival Hall 

DANCE 

Labatfs Apoflo, Hammer smi th 
Tel: 44-171-416 6082 
The Royal Ballet Giselle. 
Production by Peter Wright; Oct 
6. 7, 8. 9, 10 

■ LOS ANGELES 
CONCERTS 

Dorothy Chandler Pavilion 

Tel: 1-213-365 3500 
Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in works by Copland. 
Rachmaninov and Sibelius. With 
piano soloist Yefim Bronfman; 

Oct 9, 10 

OPERA 

L. A. Opera, Dorothy Chandler 
PavDton Tel: 1-213-972 8001 
Rorencia en el Amazonas: by 
Daniel Caten. Conducted by 
Roderick Brydon In a staging by 
Francesca ZambeUo. Cast 
includes Sheri Greenawakfr 
Oct 7 

■ MUNICH 

CONCERTS 
Bayerische Staatsoper 
Tel: 49-89-2185 1920 
Bayerischen Staatsorchesters: in 
Walter Haupt's Requiem. 
Conducted by Peter Schneider. 
With soprano Angela-Maria Blasi 
and baritone Sse Wilm Schulte; 


walls lurking in the background. 
a few nursery props rolled on by 
the characters themselves, and 
acres of naked theatre-space. The 
mood is one of unrelentin g semi- 
darkness - monotone, distanced, 
larking the slightest hint of filn- 
sion. These ghosts cast no shad- 
ows, because they are far too real 
- if only in the eyes of the Gov- 
erness, to whose increasingly 
ne orotic mind-set we are privy. 
How else do we explain the way 
Quint smashes her vase of flow- 
ers after “Tom, Tom. the piper’s 
son”, or the housekeeper's failure 
to see Miss Jessel. spotlit front-of- 
stage, in the lake scene? A pro- 
duction which does not entertain 
the idea of ghosts, as opposed to 
hallucinations in the Governess’s 
suppressed Victorian psyche. 
lacks the cru cial element of ambi- 
guity on which the story turns. 

Warner’s Screw is not about 
the failure of love, nor about the 
nature of evil or the murky hand 
of pederasty; it could be about 
one woman’s obsession with the 
corruptions of life, as if Quint 
and Miss Jessel were projections 
of Miles and Flora as adults, their 
“ceremony of innocence” drow- 
ned by the Governess's choking 
control, if so, why should Quint 


Oct 6, 7 

OPERA 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 

• Aida: by Verdi. Conducted by 
Roberto Abbado in a staging by 
David Pountney; Oct 10 

• Le Nozze de Figaro: by 
Mozart Conducted by Peter 
Schneider in a staging by Dieter 
Dom. Cast includes Amanda 
Roocroft and Alison Hagley; 

Oct 8 


dress like a trampish art student, 
while the rest are died-in-the- 
wool Victorians? By the end. it 
looks increasingly as if Warner 
did not really know what she 
wanted from the piece, and had 
to rely instead on Britten's music 
and her own Intensely human 
choreography to fill the void. 


M ore’s the pity, for as 
a director of singing 
actors, Warner has 
few equals. There is 
not one unnatural or “operatic- 
move all evening, and by 
choosing a 10-year-old girl for 
Flora instead of the usual young- 

looking soprano, Warner makes 
Flora just as important (and vul- 
nerable) as Miles. For the first 
time in my experience, the chil- 
dren are credible playmates, con- 
vincing victims of nightmare, 
totally realistic in their impudent 
naughtiness. Miles knows how to 
twitch his hands in recitation; 
Flora does a nice line in cart- 
wheels. Edward Burrowes, head 
chorister at St Paul’s Cathedral, 
and Pippa Woodrow, from Fin- 
chley Children’s Music Group, 
are the stars of the show. 

Joan Rodgers's pretty Govern- 
ess is as repressed as she is femi- 


• Manon: by Massenet Rerival 
of a staging by Jean-Plerre 
Ponnelle; Oct 8 

• Turandot by Puccini. Revival 
of a staging by Franco Zeffirelli; 
Oct 7 


■ NEW YORK 

CONCERTS 
Lincoln Center 
Tel: 1-212-721 6500 
New York Philharmonic: 
conducted by (fort Masur In 
works by Schubert, Liszt and 
Brahms. With piano soloist Boris 
Berezovsky; Oct 6 

EXHIBITIONS 

Metropolitan Museum of Art 
Tel: 1-212-879 5500 
The Private Collection of Edgar 
Degas: sold at auction after his 
death fn 1918, more than 200 
19th century French paintings 
and drawings collected by the 
artist; to Jan 11 

OPERA 

MetropoBtan Opera, Lincoln 
Center Tel: 1-212-362 6000 

• Ariadne auf Naxos: by 
Strauss. Revival of a production 
staged by Bijah Moshinsky, with 
designs by Michael Yeangan; Oct 
6, 10 

• Carman: by Bizet Revival of a 
production by Franco ZeffirelE; 
Oct 9 


■ PARIS 

EXHIBITIONS 

Mus6e cPArt Modeme, Ville de 
Paris Tel: 33-1-5367 4000 
Gilbert & George: major 
retrospective of the British 
artists, comprising some 120 
works and spanning their career 
from their meeting at St Martin's 
School of Art In 1868 to the 
“Fimdamental Pictures” of last 
year; to Jan 4 

Mue4e du Louvre 
Tel: 33-1-4020 5151 

• A Mission to Persia 
1897-1912: display of pictures, 
objects and photographs 
retracing the archaeological 
expedition led by Jacques de 
Morgan, paying tribute to his 
career and the mission's 
discoveries abort the ancient 
civilizations of Iran; to 

Jan 5 

• Etchings from the Low 
Countries: display of 110 copper 
etchings dating from foe 15fo 
and 18th centuries. Includes 
works by Lucas de Leyde and 
Dfren to Jan 5 

OPERA 

Op6ra National de Paris, Opdra 
Bastffle Tel: 33-1-44731300 

• Aufstieg und Fall der Stadt 
Mah agonny: by Kurt Weill. 
Conducted by Jeffrey Tate In a 
production directed by Graham 


nine: the build-up of hysteria is 
kept tightly under control, per- 
haps too much so. but the pay-off 
Is a performance of vocal poise 
and dramatic candour, which 
withstands the unrelenting spot- 
light remarkably well. Jane Hen- 
scbel is the doughty, 
down-to-earth Mrs Grose - an 
inspired piece of casting - and 
Vivian Tierney lends a quiet 
mystique to Miss JesseL About 
Ian Bostridge s Quint, I am less 
certain: the white English tone is 
eerily penetrating, but be seems 
too louche, asexual and dev- 
il-may-care to be a real threaL 
For Sir Colin and his 13 instru- 
mentalists, nothing but praise. 
The music is given all the room it 
needs to spin its miraculous web, 
and yet Sir Colin keeps his finger 
unerringly on the dramatic pulse, 
so that every detail emerges 
gleaming, taut and beautiful - 
not least in the halo of nocturnal 
sound introducing the Act 1 
finale, and the whispered flute 
arabesques which illumine the 
whole score. That The Turn of 
the Screw has finally entered the 
Royal Opera’s repertory must be 
counted a plus; but despite such 
devoted musicianship, the screw 
fails to turn. 


Vick; Oct 8 

• Le Nozze di Figaro: by 
Mozart Conducted by James 
Conlon in a staging by Giorgio 
Strehler. Cast includes Anthony 
Michaels- Moore and Barbara 
Bonney; Oct 6, 9 

• Turandot by Puccini. New 
production by Francesca 
Zambello. Conducted by 
Georges Pr#tre; Oct 7, 10 

Op6ra National de Paris, Palms 
Gamier Tel: 33-1-43439696 
Pet Idas et M&isande: by 
Debussy. Conducted by James 
Conlon in a staging by Robert 
Wilson. Cast includes Dawn 
Upshaw; Oct 8 

■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 

• NBC/Super Channel 
07.00: FT Business Morning 
10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Tones Business 
Tonight 

9 CNBC 

08.30: Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 
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COMMENT & ANALYSIS 


Personal View ■ Paddy Ashdown 

End the Emu paralysis 


The UK should 
now make a clear 
declaration of 
intent on joining 
the single currency 



TTie Europ ean 
single cur- 
’ rency has 
been the great 
undebated 
issue of Brit- 


ish politics for the past five 
years. It was not discussed 
in this year’s general elec- 
tion because both the Tories 
and Labour did not want to 
talk about it. It is not being 
talked about now, even 
though the first decisions on 
economic and monetary 
union are only weeks away. 

There ought to be a great 
national debate on the single 
currency. Instead there is 
silence. 

The language of our new 
government is at least free 
of the strident and petty 
nationalism of the last 
administration. The mood 
appears to be changing - 
and that is a good thing . But 
moods are not enough. What 
the country, and especially 
industry and co mm erce, 
needs is a clear lead. 

The decision on Emu, the 
prime minister says, will be 
based on ‘'Britain's national 
interest". We can all agree 
on that. But what does it 
mean? 

We can all agree, too, 
when the prime minister 
says Britain should lead in 
Europe. But how can you 
lead in Europe if you remain 
outside Emu? You cannot. 
And that means Britain can- 
not effectively promote its 
own agenda for Europe - 
opening up competition, 
encouraging flexible labour 
markets and promoting 
higher employment. 

We must now accept that 
Emu is almost certain to go 
ahead in 1999, and will prob- 
ably include as many as two- 
thirds of the nations of the 
European Union. Unhappily, 
thanks to years of Indecision 
under the Tories. British 
business is too unprepared 
to join at the first opportu- 
nity, even if the UK wanted 
to. This is why it is so impor- 
tant for the government to 
end the paralysis now. It is 


high time for a clear declara- 
tion of intent on Emu. 

Such a declaration of 
Intent should be made on 
the return of parliament 
later this month, giving clar- 
ity to Britain's Emu position 
before it adopts the EU presi- 
dency next year. 

The declaration of intent 
should include a clear com- 
mitment to join Emu within 
a defined timescale - say no 
later than the end of 2001 - 
together with a pledge to 
continue to pursue the 
sound economic policies 
enshrined in the Maastricht 
convergence criteria. 

It might also include some 
agreed indicative range 
within which Britain intends 
to enter Emu, say DM2.55 to 
DM2.70. 

Finally, it could set a date 
for a referendum on the sin- 
gle currency next year. With 
the Liberal Democrats, the 
Labour party, the Confedera- 
tion of British Industry, the 
Trades Union Congress and. 
indeed, many Tories cam- 
paigning enthusiastically for 
a Yes vote, I believe it is a 
contest that can and will be 
won. 

There would be four imme- 
diate benefits from such a 
declaration of intent' 

• First it would allow busi- 
nesses and others to plan for 
the future with confidence. 


• Second, it would reduce 
British long-term Interest 
rates, saving businesses and 
mortgage payers billions of 
pounds and boosting invest- 
ment 

• Third, such a declaration 
would help to stabilise the 
level of sterling and prevent 
any return to the uncompeti- 
tive levels of recent months. 

• Fourth, the increased 
confidence in Britain’s com- 
mitment to Europe would 
boost its influence in Euro-, 
pean negotiations - espe- 
cially those on Emu itself - 
and have a favourable 
impact upon decisions by 
Inward investors and finan- 
cial institutions about their 
commitment to the UK. 

In short, the declaration of 
intent would pave the way 
for Britain to enjoy the full 
benefits of Emu membership 
- higher national wealth, 
more competition through 
the single market more sta- 
bility for exporters, and 
lower transaction costs, 
interest rates and inflation. 

There are, of course, still 
doubters. Some commenta- 
tors argue that there is too 
little convergence among 
European economies - that 
they are fudging the conver- 
gence criteria. But the 
degree of convergence is 
now impressive, the develop- 
ing European, recovery will 



Paddy Ashdown: "There ought to be a great national debate’ 


help to reduce budget defi- 
cits further, and the stability 
pact will ensure that conver- 
gence lasts. 

Some people are worried 
about Britain's cyclical posi- 
tion in relation to the conti- 
nental economies. But by 
2001 growth rates are likely 
to be much closer aligned 
and the gap between 
short-term interest rates 
much smaller thap ft now is. 

The Conservatives are, to 
say the least, in a hopeless 
muddle over Emu. Only two 
positions are feasible for 
them. They could return to 
the John Major-style fudge 
of the last government, or 
opt for a final conversidn to 
become Britain’s “Out of 
Europe" party, as so many 
of their leading figures 
wish. 

As the recent CBI report 
on Emu showed, Iras tha n 
one in 20 UK businesses 
wants to stay out of the sin- 
gle currency for the foresee- 
able future. Mo£t businesses 
want to join Emu as soon as 
practicably possible, or at 
least want to see a declara- 
tion Qf a firm intention to 
join. 

The Conservatives do not 
understand the new vision 
now coming into focus - of a 
prosperous, decentralised 
Europe. In this Europe, we 
will cooperate where it is in 
our interests to do so - on 
trade, the environment, 
defence and foreign policy - 
but nations and regions will 
be free to control the things 
they can do as well or better 
on a decentralised, local 
basis. 

There is a new mood in 
Europe as the years of politi- 
cal stasis and economic 
recession end. And there Is a 
new mood in Britain: hope, 
not fear; co-operation, not 
conflict; confidence abroad, 
not timidity at home. These 
are the phrases the govern- 
ment. uses. 

Let it show it m eans them 
by giving a clear lead on Ilia 
single currency, and doing it 
before the start of the Brit- 
ish presidency in January. 

The author is leader of the 
Liberal Democrats, the UK’s 
third biggest party, and a 
close ally of the government 
on issues including constitu- 
tional reform 



r '..We are' keen to 
*• •' ' -to‘ ‘fine') 


- Number One Southwaric Bridge, 


■ T - TSumDer une boumwatK - 171 rasa toteas* «* fi* . 

to encourage letters from readers around, the ^^d-7-etters njayJje bnp:/l WWWTT xont. -. 

/e^^Ssidito^fUom Published letters are also — .V ; v 

Translation may be arailai^for letters -written in. tbe n^n.inteniaa^w 


Well tested credentials to head 
the European Central Bank 


From Mr Jose M AguHar 
de Ben. 

Sir. Wolfgang Munchau 
(“Central bank awaits a 
leader”, September 29) does 
not mention a very likely 
candidate for president of 
tbe European Central Bank . 
- Luis A. Rojo, vice-presi- 
dent of the European Mone- 
tary Institute with Alex- " 
andre Lamfalussy - ghmii/t 
there be deadlock among 
front-runner candidates like 
Win Duisemberg. 

Mr Rojo, governor of the 


Rank of Spain, has been 
mentioned by Global Forum 
magazine’s review of central 
hank governors as one of the 
best performing governors in 
the world. Because of that he 
was also appointed vice-pres- 
ident of tbe EML He has cer- 
tainly been the stable force 
behind Spain’s astonishing 
institutional economic trans- 
formation in the last 30 
years. His record is well 
known to officials in the 
te fomaHnnai Monetary 
Fund, the European Com- 


mission, EU and tire Bank 
for International Settle- 
ments. 

Monetary institutions 
should be conservative for 
the sake of currencies and 
economic sus t ai n ability. 
Nothing is better than a well 
tested vice-president of the 
EMI for the presidency of tbe 
European Central Bank, 
should a deadlock arise. 

Jose M. Aguilar de Ben, 
AIACE, Rue de la Loi 200, 
1040 Brussels, Belgium 


Minimum wage exclusion not popular 


From Mr Jonathan Fry. 

Sir, It is up to the Low Pay 
fv>inmigfrifTn to makp recom- 
mendations on whether 
young people should be 
excluded from th p minimum 
wage or offered lower rates 
(“Lower pay plan angers 
unions", October 2). We 
would stress, however, that 
there is no significant sup- 
port for treating young 
people up to the age of 25 in 
this way. 


In a survey we have just 
published, only 3 per cent of 
the 296 employers who 
responded thought that the 
adult minimnm rate should 
start from an age above 21. 
Half our sample opted for 18 
or younger. There was also a 
consensus that those below 
18 should be paid a lower 

minimum rate, ra ther than 

excluded from the system. 

Our survey was heavily 
skewed towards small pri- 


vate sector companies, oper- 
ating in a relatively low- 
wage part of the UK. These 
are the people, along with 
low-paid workers, who will 
be affected by the minimum 
wage. 

Jonathan Fry, 
director, 

Yorkshire and Humberside 
Low Pay Unit, 

102 Commercial Street, 
Batley WF17 5DF, UK 


Answer for 
Gibraltar 

From Mr Jonathan Jeffries. 

Sir. I refer to yonr excel- 
lent Gibraltar survey of Sep- 
tember 24. The fact is Gibral- 
tar has developed a sense of 

htetarv. of suffrage and com- 
munity, that was not envis- 
aged in 1713 under the 
Treaty of Utrecht- So why 
should modem Spain con- 
tinue to quote from a 300: 
year-old agreement? 

The answer for Gibraltar 
is a "third way" - an inde- 
pendent state that is not a 
direct territory of either the 
UK or Spain. Gibraltarians 
want to work with Spain-and 
not feel threatened by it 
Gibraltar wants to betaken 
seriously as a maturing 
democracy and economy. . 

Once Spain recognises Gib- 
raltar’s potential for inde- 
pendence, then agreements 
and joint working groups 
can be set up to monitor 
progress. Surely progressive 
Spain could live up to this 
challenge of working with 
Gibraltar at national levels. 

Jonathan Jeffries, , . 

36 Hadley Road, 

Enfield EN2 8JY, UK - 


Change of government will not hurt Polish economy 


From Professor Crzegarz 
W. Kolodko. 

Sir, Despite the concern 
expressed in your leader 
“Poland’s choice" (Septem- 
ber 26) about whether AWS, 
the electoral alliance, ran 
forge a workable coalition 
with the Freedom Union, the 
outcome of the recent Polish 
election is not going to affect 
the economy in a negative 
way. Having been in charge 
of Poland’s economic policy 
in 1994-97, 1 am confident 
that the main course of the 
reforms will be continued. 

Although it is difficult to 
repeat the remarkable 
achievements of the outgo- 
ing government - the aver- 
age rate of gross domestic 
product growth in 1995-97 of 
6.5 per cent, threefold 


decrease in Inflation (from 38 
per cent at the end of 1993 to 
13 per cent now), unemploy- 
ment down by a third (from 
16.9 to 11 per emit), sixfold 
growth of Warsaw stock 
exchange capitalisation • 
(from S2bn to $l3bn) and 
fourfold increase in foreign 
direct investment (from $4bn 
in 1990-93 up to $L3bn in 
1994-97) - the new coalition 
may be able to push develop- 
ment still further. 

There is a change to 
advance structural and insti- 
tutional reforms, which will 
help sustain a high rate of 
growth and bring Poland to 
the door of the EU by the 
end of the parliamentary 
term - 2001. 

The great paradox, if not 
irony, of Polish politics is 


that the new coalition of 
AWS (Solidarity Electoral 
Action) and UW (Freedom 
Union) is doomed to con- 
tinue “Strategy for Poland", 
the economic programme 
that, despite their active 
opposition, was implemented 
so successfully and led to 
membership of the Organisa- 
tion for Economic Co-opera- . 
tion and Development 
There is no chance to 
enforce either the AWS pro- 
gramme or tbe UW plan. 

This Is good, since the for- 
mer would be a real threat 
for market transition due to 
its populism, xenophobia 
and financial softness, and 
the latter would cause social 
unrest and destabilisation 
owing to its radicalism and 

nvMenm if nnt 


libertarianism. ■ ' ’ 

Gradual structural 
reforms, new institutional - 
set-up. sound fundamentals, 
social awareness and -active 
role of state - these are 
going to be the main frac- 
tures of policy, ft will be 
open for both foreign partici- 
pation and soaring domestic 
entrepreneurship, a mar- 
■ rfcge that has served the 
Poli^ptcrpose wellinthe . 
past and can do so in the 
future. 

Grzegorz W.Kotodko, 
adviser to tbe president of 
Poland, ~ ■ 

distmgirisbed Sasakawa 
chair in development policy. 
World Institute for Develop- 
ment Economics Research, 
Helsinki, Finland 



T he setting is one of 
Chicago's grander 
hotels. In a lofty 
function room, sev- 
eral hundred private inves- 
tors listen intently as Marty, 
their instructor for the 
night, explains how to profit 
from trading derivatives on 
the Dow Jones Industrial 
Average index. 

“Come on, let’s make a 
market here - how much 
will you give me?” he 
cajoles, detailing a particular 
product. The audience, a 
motley crew of business 
types, retired people and stu- 
dents, shouts back its 
responses. 

Seminars like this have 
been taking place from Bos- 
ton to Los Angeles. They are 
part of a multi-million dollar 
marketing campaign being 
mounted by Chicago's 
futures industry. For the 
past decade, derivatives 
exchanges have made insti- 
tutional investors and pro- 
fessional traders their main 
source of business. Now they 
are out to woo retail 
customers. 

The trigger is a decision 
by Dow Jones & Co, the New 
York-based financial infor- 
mation group, to license its 
101-year-old index to the Chi- 
cago Board of Trade and the 
Chicago Board Options 
Excha n ge, the biggest of the 
futures and options 
exchanges. When trading 
kicks off today, investors 
will be able to speculate or 
hedge against the best- 
known marker for the 
world's largest stock market 
Both exchanges have tai- 
lored their new Dow prod- 
ucts with private investors 
in mind. The value of each 
Dow futures contract win be 
$10 for each point of the 
index, about $80,000 at pres- 
ent. To trade such contracts. 
Investors need only pot op 
an initial margin of about 5 
per cent: so for as little as 
$4,000 they could begin to 
speculate on Wall Street’s 
fixture movements, al tho ugh 
the margin requirements 
could increase sharply if the 
market moved against them. 
Minimum trading outlays on 
options products are smaller 
stiff. 

Already, other exchanges 
are muscling in. No sooner 
had the Dow-CBOT licence 
agreement been announced - 
in June than the Chicago 
Mercantile Exchange, the 
CBOT’s big local rival, said 
it would launch a “mini" 
version of Its established 

contract on the Standard & 
Poor’s 500 share index, a 
more broadly based measure 
of Wall Street’s performance. 
While the original S&P 


All aboard 
the future 

Chicago is leading the way in 
selling derivatives to retail 
customers, says Nikki Tait 


contract is now valued at 
about $475,000 - restricting 
its use to big pension fund 
managers and the like - the 
new “mini" version is one- 
tenth of that, bringing it into 
the range of some retail 
investors. The CME. which 
stole a march on CBOT by 
launching tbe “mini" last 
month, even allows custom- 
ers to place orders on tbe 
internet 

Dow Jones's decision to 
lend its name - for a price - 
to the futures industry is not 
without irony. In the early 
1980s, the company fought a 
long, and ultimately success- 
ful, legal battle to prevent 
the CBOT from basing prod- 
ucts on its index without 
authorisation. At the time, 
Dow said loftily that it did 
not want its name associated 
with speculative trading 
instruments. 

Rebuffed, the CBOT 
devised a “Major Market 
Index” instead, which 
tracked the Dow Jones 
Industrial Average fairly 
accurately. It traded for a 
few years, but faded from 
view after the 1987 stock- 
market crash. 

Now, Dow claims, both 
futures markets and inves- 
tors have matured. “Deriva- 
tive markets have developed 
to a point where they have 
demonstrated the utility of 
these products for [non- 
speculative] price discovery 
and hedging ... A commu- 
nity of sophisticated users 
has also grown sufficiently.” 

‘A lot of guys are 
looking for a bang 
for the buck in 
terms of volatility. 
You can go trade 
beans or bonds, 
but there's 
nothing like the 
stock market' 


says David Moran, president 
of Dow Jones Global 
Indexes. 

Whatever the merits of 
this argument, Dow’s 
volte-free could not be more 
timely for the exchanges, 
which are facing competition 
on several fronts. 

On the one hand, electron- 
ically based exchanges such 
as Germany's DTB threaten 
to provide a cheaper alterna- 
tive to their traditional 
“open outcry” trading 
systems. On tbe other, over- 
the-counter products - 
which are devised on a 
one-to-one, customised basis 
- are multiplying. Pat Arbor. 
CBOT chairman, has pointed 
to a recent survey which 
found that 71 per cent of cor- 
porate treasurers now use 
interest-rate swaps to man- 
age their risks, while only 
one-tenth employ interest 
rate futures. 

Asked if the Dow products 
are something of a lifeline, 
Mr Arbor points to a 5.6 per 
cent increase in futures trad- 
ing volumes this year, and a. 
rise in CBOT seat prices. 
“Even without the Dow. we 
would still have a very suc- 
cessful year,” fie says. 

But even the CBOT chair- 
man admits the new equity- 
related products constitute 
"the most significant event” 
for the exchange since the 
launch of- financial futures 
20 years ago - adding* third.; 

to tbe agricultural and 
interest rate-related con-, 
tracts. 

Bruce Williams, who prev3- ~ 
ously traded, the Major Mar- 
ket Index and is now <*air : r 
man of the Dow Jones pit 
planning committee, is blun- . 
ter. “A lot of: guys . are 
looking for a bang for tbe_. 
buck in terms of volatility;" 
he says of his trading/ col- , 
leagues. “You can go trade - 
Leans or bonds, but there’s ; 
nothing like the stock mar- 
ket.*’ . •: 

But do private investors 
need the derivative 
exchanges? The long boil , 
run on Wall Street, coupled 
with corporate share owner- 
ship programmes and pen- 
sion planning, has brought 
unprecedented equity-related 


wealth to milli ons of individ- 
uals in the US. Stories of 
millionaire secretaries are 
not entirely frndfuL 

This type of nouveau-riche 
investor could be easy prey 
for less reputable middlemen 
who often highlight the 
potential gains to be had on 
ftitures markets, but under- 
play the risks and over- 
charge on commissions. 

It is a point that the spon- 
sors of the new products 
grudgingly concede. T sup- 
pose one does ha veto take 
into account that these are 
leveraged instruments,” says 
Mr Moran. 

Such concerns notwith- 
standing, exchanges have 
wasted no effort on pushing 
these new contracts. Neither 
Dow nor the CBOT has 
released details of the 
licence agreement, but the 
CBOT has already spent $8m 
on a new trading pit to han- 
dle Dow business. 

• " » 

P at Catania, vice- 
president for busi- 
ness development 
at the CBOT, says 
that a third of the marketing 
budget will go on the Dow 
products: between $4m and 
$Bm annually for the next 
five years. Add .on the 
CBOE’s expenditures, and 
total costs are likely to be 
well in excess of $50m - an 
unprecedented sum for :a 
new product in the futures 
industry. ‘ 

Even so, not everyone is 
convinced the Dow products 
win -be a success; One prob- 
lem is the rivalry between 
the exchanges. '.Th£ /CME's 
^mihi" S&P product has got 
off to a cracMng start, with 
an -average dally volume of 
*almost i2,000 contracts. 
Rarely ; . have . the - -two . 
exchanges successfully 
traded samflar-products on a 
* lqng-tenribasis: 

Neither, will the CBOTbe 
able to trade the neW J>ow 
contracts' .on;] its “after 
. hours’* electronic . system - 
at -least irdtianyL Dow has 
-yet- ;to- decide • whether to 
licehse itg Index to other 
exchanges operating In dif- 
ferent. time zones. 

- .Finally, if is not clear 
what use. institutional fcnves- 
; tors -wfll ; make of the new 
'Dow contracts. Mr Catania 
thinks two-thirds- of the ini- 
tial volume will be "retail, 
bht believes this could drop 
to 60. per cent as institu- 
tional trading grows. 

The ultimate . success of. 
the new contracts will be 
determined by the markets 
themselves. “It's no secret,'” 
says Mr. Catania, “that all 
e xchang es have done better 
in bull markets/ 1 
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Stabilising 

Bosnia 


The iSraonth mandate of Nato’s 
Stabilisation Force (Sfor) in Bos- 
nia has reached its half-way 
point, and the international 
community must turn its atten- 
tion to what happens after June 
1998 when it expires. It is doing 
so, but without the necessary 
sense of urgency. 

Progress has been made 
towards meeting the terms of 
the Dayton peace agreement, 
which sought to create, common 
institutions to unite tb!e warring 
factious in Bosnia. But it has 
been painfully slow. Nato has 
not reduced its 36.000-strong 
force in stages, as was intended, 
largely because it is un*hi«» to 
hand over many functions to 
civilians. The television trans- 
mitters seized last week from 
the Bosnian Serb faction loyal 
to Radovan Karadzic are hoing 
guarded by Nato troops, not 
policemen. It seems obvious 
that there will have to be an 
international military presence 
in Bosnia for some considerable 
time. 

It is also certain that any 
presence after next June will be 
smaller. The political pressures 
in both the US and western 
Europe require that Hence the 
emphasis of Nato defennc minis- 
ters last week in Maastricht on 
achieving as much as possible 
over the next nirw» months. 

Much more can and should be 
done to crack down an corrup- 
tion and smu ggling , to disman- 
tle and disarm the so-called 
'specialist police” farces which 
are really private armies of the 
differing factions, and to taring 
war c riminals to justice. Help is 
needed to develop free media, 
and to create Bosnia-wide civil 
institutions. As many basic 
tasks as possible must be 
handed over to civilians. 

Nevertheless, Washington and 


other Nato governments have to 
face the fact that an abrupt mil- 
itary pull-out in June would 
unravel previous progress, espe- 
cially if civilian organisations 
then refuse to work in Bosnia. 

Another certainty is that the 
US, which contributes a quarter 
of Sfor, will not countenance 
keeping troops in Rnswfa after 
June if they appear to be man- 
ning a pe rmane n t garrison. Con- 
gress is likely to want there to 
be no troops on ftp gro und at 
alL European countries will 
rightly argue that the credibil- 
ity of an international force 
would be undermined by Ameri- 
can withdrawal. 

One method being suggested 
to square the circle is to have a 
reserve force - including 
Americans - stationed in Hun- 
gary and at sea, ready to deploy 
rapidly, while keeping a small 
number of troops - pres umab ly 
European - in Bosnia. Euro-* 
pean governments are likely, 
however, to oppose vigorously 
any option which involves the 
Americans keeping marimnm 
control while taking minimum 
risks. 

The most important task in 
the short term is to establish 
new goals for a continuing 
international presence, encom- 
passing more than the obvious 
task of preventing a slide back 
into war. 

Clear objectives would help to 
define the nature and term of 
an international presence. But 
while the US may be persuaded 
to play its part in achieving 
such goals far some time yet, in 
the longer term the burden of 
building Bosnia is likely to fell 
more and more on Europe. It is 
not unreasonable for Washing- 
ton to expect its European allies 
to rise to that challenge. It 
should help them to do so. 


EU job targets 


Unemployment is so big a 
problem for the European Union 
that there is to be a special johs 
summit in lata November. But' 
the European Commission’s 
chief remedy for a disease that 
afflicts 18m Europeans is the 
setting of targets. This is a fool- 
ish and objectionable idea. 

In market economies, employ- 
ment Is the result of free indi- 
vidual decisions. Unless the 
public sector becomes the 
employer of last resort, govern- 
ments can never deliver on tar- 
gets. All they can do is alter 
incentives. Yet the enunciation 
of targets reveals something 
worse than a misconception of 
what governments can do. They 
are part of an attempt to evade 
the question of why markets are 
failing to generate jobs. 

Europe's unemployment rate, 
now 10.6 per cent, has been ris- 
ing cycle-by-cycle over the last 
two. decades. Aggregate employ- 
ment has grown hardly at all 
over this lengthy period. By 
1996, 75 per cent of people 
between the age of 15 and 64 
were working in the US and 71 
per cent in the UK. But the 
share was only 64 per cent in 
Germany, 60 per cent in France 
and 51 per cent in Italy. 

The answer to why this is 
happening is straightforward. 
High unemployment and low 


employment are what most EU 
member states scan to prefer. 
Naturally, that is not what then- 
governments say. But they do 
consistently choose highly regu- 
lated and heavily taxed labour 
markets, underpinned by gener- 
ous welf&re benefits, over more 
job-friendly alternatives. No 
doubt, they wish they could 
combine current policies with 
high employment But they can- 
not So they dispense with jobs. 

Optimists might argue that 
these targets should at least 
stimulate reconsideration of 
damaging policies. But targets 
are an absurdly indirect mMrm 
to that end. Far more pl ausible 
Is the hypothesis that they offer 
file appearance of action with- 
out the pain consequent upon 
the reality. Targets are pro- 
pounded not to stimulate action, 
but to conceal inaction. 

In a continent with national 
labour markets, unemployment 
cannot be cured by EU discus- 
sions. In a market economy, it 
cannot be remedied by targets. 
This jobs exercise looks depress- 
ingly like a way to evade these 
realities. But its failure is bound 
to increase cynicism. Europeans 
need to be told that low employ- 
ment a-nd high unemployment 
are no accident It is what the 
continental model of labour 
market regulation guarantees. 


Bulge battle 


BZW was one of the first 
European attempts to many the 
wnanriai strength of a commer- 
cial bank with the skills and 
enterprise of an investment 
hank. In penning its obituary, 
after the decision by parent Bar- 
clays to sell its equities busi- 
nesses, it is tempting to wax 
apocalyptic over the prospects 
for other European banks still 
trying this game. 
rvnning so soon after Travel- 
Group's $9bn deal to com- 
the onoe-mighty Salomon 
its own Smith Barney hro- 
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gan Stanley’s merger with Dean 
Witter Discover, Barclays' with- 
drawal bodes ill for other Euro- 
pean efforts to join the “global 
bulge bracket'’ of dominant 
international investment banks 
- now entirely American. 

The logic that prompted Bar- 
s to withdraw from equities 
advisory business appli es as 
forcefully to most other Euro- 
pean investment banks. The 
recent history of invest men t 
hwrtking is of overcapacity drtv- 

... _ /he. 


days 

and 


ing profitability, dis- 

guised at times by good returns 
from proprietary trading. While 
the cake has shrunk, the slice 
appropriated by employees has 
grown, leaving the poor share- 
holder with crumbs. 

The sony fact .is that those 


European banks that have cho- 
sen to stay in the game are, 
almost without exception, either 
more tolerant of low returns 
than Barclays, or less sophisti- 
cated at measuring how low 
those returns are. 

Nor is the picture very differ- 
ent for the Americans. Even for 
the mighty of the bulge bracket, 
international investment bank- 
ing remains in most cases an 
expensive foible. The difference 
for a US investment bank is 
that, it can finance its interna- 
tional foibles out of more robust 
domestic earnings. 

Should Europeans worry at 
this apparently inevitable 
Americanisation of global 
finance ? The clear answer is no. 
Investment banking does not 
require a national or European 
flag carrier. It is not surprising 
that US firms have particular 
strengths in the intermediation 
of global flows of c api t al , when 
the $4,220bn US mutual fund 
industry makes up such a large 
proportion of investable assets. 

With the gradual winnowing 
of their European rivals, the US 
bulge bracket investment banks 
may look more dominant than 
ever. Their domination, how- 
ever, is of the league tables 
investment bankets find so fas- 
cinating, not of the global finan- 
cial system. 
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London Metal Exchange: in danger of losing its lustre? 

Futures and options turnover (mHHon lots) 

50 



Not such a shining example 

The London Metal Exchange is celebrating record turnover, but there 
are fears all is not well, write Stefan Wagstyl and Kenneth Gooding 


T housands of metals 
traders and their cli- 
ents this week gather 
to mark another 
record year for the 
London Metal Exchange, one of 
the world's most important com- 
modity markets. 

The exchange has recovered 
with remarkable speed from the 
shock of last year's crisis when 
Sumitomo Corporation of Japan, 
the LME’s biggest client, dis- 
closed copper trading losses of 
$2.6bn (£1.6bn). A survey of 
exchange users last year made by 
the Securities and Investments 
Board, the regulator, revealed 
some shortcomings in LME pro- 
cedures. but no fundamental 
weaknesses. Turnover is at 
record levels, running at 20 per 
cent above last year. There are 
profits aplenty to finance this 
week's champagne. 

But celebrations will be tem- 
pered by fears that all is not well 
with the 121 -year-old institution. 
The exchange is investigating 
suspicions that several big trad- 
ing companies are exerting exces- 
sive influence on metals prices. 

In recent months, the authori- 
ties have intervened to limit trad- 
ing in al uminium and zinc to 
stop excessive price swings. With 
limits already in place in copper 
and lead, four of the LME’s seven 
metals are subject to controls. 

The LME contributes to the 
confusion. Its rules do not 
require the exchange to explain 
its actions. Even the membership 
of the committees that decide on 
intervention is secret. 

Following cloeely after the 
Sumitomo affair - where the 
company's head trader admitted 
buying huge amounts of metal 
through fra udulen t tr ansa ctions 
- such turmoil raises doubts 
about whether LME prices truly 
reflect international supply and 
demand. This is of serious eco- 
nomic concern because almost 
every non-ferrous metals con- 
tract in the world is drawn up 
with reference to LME prices. 

The LME draws vociferous crit- 
icism from Nymex, its New York 
rival. Nymex conforms to tough 
US laws and claims the LME 
needs fundamental reforms to 


make it mare transparent Some 
London-based analysts agree, 
including Wiktor Bielski, head of 
commodities research at Deut- 
sche Morgan Grenfell, a Deutsche 
Bank subsidiary, who says: “The 
LME works like a club. The only 
way to change it is to bring in 
American-style external regula- 
tion." 

Mr Bielski is in a minority. 
SIB’s review found most LME 
users “were broadly content with 
the service provided". This view 
is echoed by Robert Wilson, 
chairman of Rio Tlnto, the 
world’s biggest mining company. 
“There is nothing that the LME 
is doing that we think it should 
not be doing,” he says. “It is tak- 
ing steps to improve. This is not 
to say that the LME is the ideal 
pricing mechanism, but Tm not 
sure we could think of anything 
better." 

The LME has grown rapidly in 
the past decade with turnover 
increasing tenfold to more than 
50m lots, worth $2,000bn, last 
year. The traditional privately 
owned London companies, which 
once dominated LME member- 
ship, have been rep laced by sub- 
sidiaries of international metals 
and financial companies. 

But the exchange still suffers 
from tha gamp f undamental chal- 
lenge as 10 years ago: it does not 
control the markets it sets prices 
for. Most metals trading takes 
place outside the LME and out- 
side the UK, far from the reach of 
the LME authorities. This 
became painfully clear in the 
Sumitomo affair, when tjwe trad- 
ing revealed no sign of Osaka- 
based Sumitomo '9 huge pur- 
chases. 

However, the modest part of 
the world’s metal that does go 
through the LME’s warehouses 
plays a disproportionately impor- 
tant role in influencing prices. 
The LME stocks, for which fig- 
ures are published each working 
day, are the most visible part of 
the global supply chain. The 
stock levels often change rapidly, 
generating abrupt price move- 
ments. In the long run, the fun- 
damentals of global supply and 
demand assert themselves. But in 
the short term, the lme tail fre- 


quently wags the dog of the 
world metals trade. 

Such a market can be prone to 
manipulation. A trader who 
grabs control of a chunk of LME 
stocks can wreak havoc among 
those who happen to be short of 
metal at a given time. Because 
LME contracts are traded on 
margin (where clients put up just 
5 per cent of the contract value), 
determined operators do not need 
huge financial resources. As little 
as (20m could be enough to 
manipulate LME copper stocks. 

With considerably more money 
at bis disposal, Yasuo Hamanak a 
S umito mo's trader, controlled up 
to 1m tonnes of copper, or about 
10 per cent of world annual con- 
sumption. However, since he con- 
cealed his trades through non- 
T.MP. member intermediaries, the 
exchange had little evidence tha t 
anything was amiss. 

N ow the LME author- 
ities are keeping a 
close eye on zinc 
and aluminium. In 
zinc, prices started 
rising after reports surfaced ear- 
lier this year that Chinese smelt- 
ers had gone short (selling metal 
they did not have, hoping to buy 
it later at cheaper prices). But 
prices soared instead of felling. 
When traders heard Chinese com- 
panies were short of metal, 
they snapped up supplies, exacer- 
bating the shortage, or 
“squeeze”. 

Glencore, the Swiss trading 
group, was reported to have 
bought control of substantial 
stocks. Willy Strothotte, the 
chairman, denied he was profit- 
ing unfairly: “We don’t believe in 
cartels and squeezes. But if we 
are sometimes cautious [buying 
metal] so that we can cover our 
needs, that has to be accepted.” 
The shortage of metal for imme- 
diate delivery was so acute that 
the LME authorities set limits on 
price movements, which are still 
in force. 

in aluminium, shortages devel- 
oped after Glencore boug h t metal 
on the LME at a time when Bar- 
clays Metals, a subsidiary of the 
UK hank , was holding aluminium 
stocks off the exchange, from 


which it was supplying custom- 
ers. Unfortunately for Glencore. 
it sought particular grades that 
were in short supply. The price of 
metal for immediate delivery 
soared above the price for metal 
for delivery in three months, an 
abnormal switch that upset the 
market The LME intervened in 
August and controls remain in 
place. 

How much these squeezes mat- 
ter is a moot point The LME 
says long-term studies show 
prices move broadly in line with 
long-term supply and demand 
and that price volatility has not 
increased since the 1970s. 

Critics counter that, even if 
periods of volatility are short, 
they still greatly inconvenience 
users. As BICC, the British cable 
maker and a big copper user, 
says: “We don't think the LME 
needs fundamental changes. But 
this year has seen some strange 
behaviour, which leaves users 
worried about prices." 

Given that the LME executive 
operates in a difficult market, 
could it do its job any better? The 
answer, is a qualified yes. 

In its review. SIB made 38 
recommendations for reform, 
covering transparency of prices, 
warehouse stock control and gov- 
ernance. SIB says the LME’s 
supervisory structures, including 
personnel and computers, have 
not kept pace with its growth. As 
jane Lowe, SIB’s head of deriva- 
tives markets supervision, will 
say in a speech today: “I person- 
ally see the review as a catalyst 
for change at the LME, so that its 
regulatory role keeps pace with 
its commercial evolution.” 

In response, the LME is 
increasing its staff from 40 to 50 
and is considering buying new 
computers. It will publish more 
trading data, including - for the 
first time - information about 
large positions held by LME ch- 
ests, which could yield signs of 
possible squeezes. 

To counter complaints that it is 
too protective of its members, the 
exchange has increased the num- 
ber of board members from out- 
side the metals trade from two to 
four, including Kit Farrow, a for- 
mer senior Bank of England offi- 
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put him back in the car, pronto. 


Elkin marvels 

Here’s a first a media failure 
in the Murdoch -household . Bilrin 

Piaraovson-ic-law of media 

mogul Rupert Murdoch, Is lying 
low now that his first publishing 
venture has flopped. 

US-educated Elkin has been 
busying himself with a putative 
media empire since wife 
Elizah^k was packed off to 
London to oversee affairs at 
BSkyB, the Murdoch 
femSyrCOntrolled News Carp’s 
' UK-based satellite broadcaster: 
-/ThA Nation was launched 10 
months ago on a lavtsh budget 
to attract some of the best of the 
. capital ’S'ethnic: minority writers. 
But pow Kanfanhas sold the 
t^ appaiEnfly the victim of 
monumental ambition fold the 
; wmaebed. market dominance of 
rival The Voice. ;.. 

■ 'Tfew owner is Ethnic Media 


Group, a newspaper business 
started in a bedsit in the East 
End of London by two 
Bangladeshi teenagers in the 
early 1960s. EMG, now part of 
fest-growlng media group South 
News, has emerged as a leading 
ethnic minority publisher, 
displaying predatory skills 
which would make Murdoch 
proud. 


Back shop 


■ The French town of 
St-Btienne, home of big retailer 
Casino* is worried about the 
impact on its economy of the 
hostile bid for the company by 
rival Promod&s- So an 
association - ASS! - has sprung 
up to campaign for Its 
continuing Independence. 

ASSrs president is Jean- Yves 
Grand, whose communications 
consultancy counts Casino 
among his chests. His wife, 
works for the company, and he. 
co-ordinates the cycling team 
sponsored by Casino. Grand has 
been busy denying suggestions 
from Promodfes that ASSI is 
funded by Casino or its “white 
knight” shareholder Rallye. He 
says the money comes from local 
bu s inesses, many of which 
prefer not to be named. Whoever 
they are, they're a determined . 
bunch: on the day ASSI was set 
up. it was able to fork out 
FFrtOO.OQQfor newspaper 
advertisements. 


cial. However, they are still a 
small minority of the 18-member 
board. 

Metals companies mostly wel- 
come the changes, though they 
want them implemented more 
urgently. “They’re moving in the 
right direction.” says Jean-Pierre 
Rodier, chairman of Pechiney. 
flip French aluminium producer. 
“But, as we all know, change is a 
slow process." 

Concern remains about how 
vigorously the exchange will 
police its markets. The board 
already has powers to punish 
members breaking rules with 
fines, suspensions and even 
expulsions. After the Sumitomo 
affair. Lord Bagri, the rhalrman, 
promised abusers he would hang 
them high. But no offenders have 
been publicly identified, let alone 
brought to book. David King, 
chair man of the LME, says inqui- 
ries take time. 

The LME is also vulnerable to 
charges that it suffers from a fun- 
damental conflict of interest In 
the long run, its members benefit 
from the exchange authorities’ 
efforts to stamp out manipula- 
tion. But in the short term, bro- 
kers who are fast enough to take 
advantage of a squeeze can profit 
handsomely. The exchange says 
it avoids conflicts of interest by 
delegating market Investigations 
from the member-dominated 
board to committees made up of 
people with no interest in the 
metal under investigation - 
including respected outsiders, 
among them a High Court judge. 

Mr King insists that the safe- 
guards are effective. He says the 
LME is a “professionals’ market" 
where clients understand the 
risks. There are no retail inves- 
tors to protect. So the exchange 
has not spent too much time in 
the past promoting its image in 
the wider financial world. “Our 
primary audience is our member- 
ship, the trade and industry." 
says Mr King. 

But satisfying the interests of 
those most closely involved with 
the LME is not be enough- If the 
exchange is to rid itself of doubts 
about its practices, those prac- 
tices must not only be fair. They 
must be seen to be fair. 




mm 


lOO years ago 

Relief Of Tbe Poor 
We have been inundated 
recently with “record 
statistics" relating to the 
progress of the Victorian era. 
A new set of figures issued 
yesterday by the Local 
Government Board, supplies 
us with fresh records of a far 
less satisfactory character. 

They refer to expenditure on 
the relief of the poor and 
purposes connected 
therewith, and no doubt a 
great many people will be 
surprised to learn that during 
the past financial year no. less 
than £10,216,000 was devoted 
to these objects. Out-relief 
was responsible for the 
largest item in this 
burdensome total 

50 years ago 

Mr Ch archill's Review 
Winding up the Conference of 
the Conservative Party at 
Brighton, Mr Winston 
ChurcMB outlined the broad 
policy of the Party on which 
they must be ready to fight 
tile next election at any time 
this year or next Mr 
Churchill said wasteful and 
needless Government 
expenditure must be reduced 
by several hundred million 
pounds a year and the savings 
immediately used for the 
relief of taxation. The 
Socialists, he said, were 
ruling without the support - 
and against the wishes — of a 
majority of tbe people. 
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Sumitomo Bank sells 
Y40bn of bad loans 


Secret deal struck with Goldman Sachs 


By GBSan Tettfn Tokyo 


Sumitomo Bank, one of 
Japan’s largest, has sold Y40bn 
(8327m) of its property-related 
bad loans to the US invest- 
ment bank Goldman Sachs, 
which is expected to turn them 
Into asset-backed securities. 

The sale, secretly concluded 
late last month, is the largest 
move so far by a Japanese 
bank to get bad loans off the 
balance sheet 

It will fuel hopes that Japa- 
nese banks are starting to 
tackle the the huge backlog of 
bad loans they incurred after 
the collapse of the late 1980's 
property prices “bubble”. 

Sumitomo’s sale, which rep- 
resents about 4 per cent of Its 
bad debts, remains tiny com- 
pared with the total scale of 
the problem. But it is likely to 
be welcomed by Japanese offi- 
cials. Indeed, the Japanese 
government is now pl anning 
to unveil new measures in the 
coming weeks to encourage 
banks to sell their bad loans in 
an effort to boost Japan’s weak 


domestic economy. 

Goldman Sadis’ Involvement 
reflects rising foreign interest 
in the investment opportuni- 
ties that can be created if Japa- 
nese banks start major sales of 
these bad loans. One western 
banker said: “There is a lot of 
interest in buying these bad 
loans - the problem has been 
that we could not get the 
banks to sell them.” 

Until recently, the Japanese 
banks have been slow to tackle 
their huge bad debt problems. 
Most have made accounting 
provisions for bad debts. And 
in a separate move, some 
banks have started to reduce 
their assets by selling good 
loans, often by turning them 
into asset-backed securities. 

But they have been reluc- 
tant to sell their bad loans and 
the property collateral behind 
them, partly because they still 
hope the property market will 
recover. 

The only sales of bad loans 
so far have been relatively 
small or domestic, tta-nk of 
Tokyo Mitsubishi recently sold 


Y5bn of bad loans to a foreign 
investor: S&nwa Bank sold 
Y30bn of bad loans to a Japa- 
nese investor, and Bank of 
Yokohama converted some 
into YBbn worth of securities 
for sale in London. 

Sumitomo itself is now plan- 
ning further deals. Yasuftzmi 
Kitamoto, general manager of 
Sumitomo Bank’s credit policy 
department, said: “We believe 
this is one way to decisively 
solve the bad debt problem.” 

The bad loans involve some 
250 borrowers with Tokyo- 
based property. They were 
chosen because most are in or 
near legal foreclosure. 

Goldman Sachs has taken 
the loans on to its own books 
but is expected to restructure 
them later into asset-backed 
securities which could then be 
sold on to other investors. 

The move comes at a time 
when foreign investors are 
expressing growing Interest in 
the real estate sector in Japan 
and its so far underdeveloped 
market in asset-backed securi- 
ties. 


Satellite 
loss closes 
Bombay 
stock 
exchange 


By Mark Mchotaon 
in New Delhi 


Poland faces big bill to bring 
water supply to EU standard 


By Christopher Bobtraki 
(n Warsaw 


Poland may have to spend as 
much as $40bn to bring its 
water supply and treatment 
systems up to European Union 
standards, according to a 
World Bank study. 

Experts said the issue was 
likely to prove one of the most 
difficult to resolve at Poland’s 
accession talks with the EU. 
due to start next February. 

Gordon Hughes, author of 
the report, says Poland will 
need long transition periods 
once inside the EU because of 
the large costs involved. 

At present Poland spends 
about 8lbn a year on improv- 
ing its water systems, but the 
report estimates that up to 
$40bn would be needed overall 
to meet EU standards. 

In comparison, the UK’s pri- 


vatised water industry is 
expected to have spent about 
$60tm between 1989 and SOM to 
bring its water supply network 
into line with EU directives. 

These are due to come into 
force- in six years. 

Additional finanrfai burdens 
on Poland will come in the 
form of maintaining the 
improved water systems. 

It is estimated that mainte- 
nance will run at an annual 
cost of between $140 and $200 a 
head and will amount to 
between 3 and 4 per cent of 
gross domestic product The 
cost of water to the population 
in Poland is negligible at the 
moment 

Improving the quality of 
Poland’s air will be less of jbl 
financial strain, according to 
the report, which notes that 
considerable progress has 
already been made in reducing 


sulphur gmismu nfi . 

The World Bank estimates 
that. Poland needs to spend up 
to a further $3.5bn on meeting 
EU sulphur emission targets 
that have been set for 2005 and 
2010. 

The main challenge on air 
quality that now faces the 
country is to cut the use of 
coal as a fuel for household 
heating. 

To achieve a reduction 
would cost up to $8bn over 
eight to 10 years, bat would 
also deliver a powerful blow to 
the country's loss-making coal- 
mining Industry. 

The Solidarity-based coali- 
tion, which won last month’s 
parliamentary elections, is 
less keen on restructuring the 
coal industry than is 
the Freedom Union, its 
likely coalition partner in 
government 


Italian government to 
sell state telecoms stake 


Whirlpool 


Continued from Page 1 


Continued from Page 1 


share entitlement for Italian 
retail Investors. Ass uming the 
full exercise of the greenshoe 
option, the Treasury will have 
sold its remaining stake of 32.8 
per cent in the company. 

Telecom Italia will start road 
shows today in Milan. The 
offer opens Monday. October 
20, and closes October 24. 

The Treasury last week 
placed 9.02 per cent of its hold- 


ing with 14 core shareholders, 
which paid L6,100bn for their 
combined stakes. 

The offer has been struc- 
tured in five parts: a minimum 
of 700m shares for Italian retail 
investors, with up to 25 per 
cent reserved for employees: 
160m shares for institutional 
investors; 160m shares for UK 
institutional investors: 220m 
shares for public offerings in 
the US and Canada; 160m 
shares for investors elsewhere. 


and Latin America combined 
wifi account for sales of some 
10m-12m microwaves a year 
by early next century, accord- 
ing to industry forecasts, up 
from 7m-8m. 

Whirlpool’s new Brazilian 
factory is earmarked to make 
up to lm microwaves a year 
by early next century. 

The company is thought to 
be keen on expanding produc- 
tion from china to up to 2m 
units a year. 


WEATHER 


Europe today 


High pressure will keep Greece and 
the Balkan states warm and sunny. 
Austria, Switzerland, Germany and 
much of central Europe will also 
enjoy some sunny spells. 

Southern Italy will have the odd 
thundery shower, but most of the 
north wifi remain fine. The Iberian 
peninsula and France wifi have 
thundery downpours. 

North-eastern France and the Low 
Countries should stay mainly fine. 
Western Russia wCl be cool and 
overcast with rain. Central and 
southern Scandinavia will also be 
mainly cloudy with outbreaks of rain, 
but northern areas, including 
Finland, will have some sun. 
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Five-day forecast 

Northern Europe will be unsettled 
with prolonged periods of rain. 
Today’s storms in Spain wfll reach 
Italy tomorrow which will continue 
stormy for the next few days. 
Eastern Europe will be mainly fine 
tomorrow, but the westerly airflow 
win bring rain before the end of the 
week. 
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The earnings game 


India was forced yesterday to 
abandon its most sophisticated 
telecommunications satellite 
after a power failure meant 
scientists were unable to 
control the propulsion rmit 

The loss of Insat-ZD is expec- 
ted to close India’s biggest 
stock exchange, the Bombay- 
based NSE, at least until 
Thursday. 

It has also disabled tele- 
phone exchanges in remote 
north and east Indian states 
and taken one of the state 
broadcaster's national televi- 
sion, rhan^ajp off the air . 

Indian scientists worked 
over the weekend to try to sal- 
vage the domestically dnaignad 
and built satellite after an ini- 
tial power failure an Friday. 
However, the unit developed a 

I forth** 1 * pmp qlainn rnalfnn rfnnn 

on Saturday, eventually losing 
its “earth lock”, which keeps 
the satellite directed at earth. 

Insat-2D cost about 8100m to 
build and was la unched on a 
European Ariane rocket in 
early June. 

Its loss is a blow to India’s 
space ambitions and follows 
last week’s flawed launch 
mS-ID, a smaller, locally built 
low-orbit remote sensing satel- 
lite. The satellite was placed 
into an elliptical orbit rather 
than the Intended polar orbit 
Indian scientists are working 
to fix the mistake. 

The loss of Insat-2D is more 
disruptive, particularly to the 
NSE. which was forced to close 
trading on Friday when a 
short circuit on the satellite 
cut its power to just 25 per 
cent. 

The three-year-old NSE 
serves 160 Indian cities and 
accounts for up to 70 per cent 
of India's share trading 
through a satellite-linked on- 
screen network of brokers. 

The exchange said yesterday 
it would take at least until 
Thursday to shift users back to 
older Indian satellites. 

“We have four more satel- 
lites and, fortunately, Insat-ZD 
was lightly loaded, so we 
should be able to manage with 
the other satellites,” said K. 
Narayanan, director of the 
Indian satellite programme 
from Bangalore- 

However. R. Patil, managing 
director of the NSE, described 
thp satellite loss as a “calam- 
ity”, claiming the exchange 
could lose up to $2bn through 
interrupted trading and the 
cost of redirecting its users’ 
terminals. 

The satellite failure will stall 
the NSE's plans to expand its 
network from 1,630 to 2,500 
users and delay India's space 
programme by several months, 
said Mr Narayanan. 

' The launch of India's next 
telecommunications satellite, 
Insat-2E, is expected before 
June next year. 


US companies are scrambling to 
t ake each other oven 1997 is an the 
way to beating all previous records. 
And they are paying as never 
before. WorldCom has bid nearly 
twice MCTs stand-alone fair value. 
Travelers is offering 13 times Salo- 
mon's volatile earnings, and Bar- 
nett Banks Is going for four times 
book value. Yet these deals have 
been met by widespread applause 
from Wall Street 

Bull market hubris Is part of the 
explanation. But US investors ap- 
pear. almost by nature, to be 
optimistic - eager to focus on a 
transaction's opportunities when 
their European counterparts, unfor- 
tunately, would stress the risks. 
They also seem more willing to 
trust a proven management. Com- 
pare the personality cult surround- 
ing hot-shot chief executives such 
as WorldCom’s Bernard Ebbers and 
Travelers’ Sandy Weill to the more 
grudging respect accorded to, say, 
Sir Clive Thompson of the UK’s 
RentokiL 

Less excusable is the US obses- 
sion with earnings per share (eps). 
Promised earnings enhancement, or 
lack of dilution, is the overriding 
yardstick by which deals are 
judged. This is often n onsense , in 
an all-stock takeover, eps can easily 
be boosted if the targets earnings 
are growing more slowly and its 
price/earnings ratio is lower than 
the bidder’s, as with MCI/World- 
Com. In a cash deal, earnings 

ontianwnnwit is nfton the result Of 

gearing up the predator's balance 
sheet, not the actual takeover. If 
investors instaarf tried to pinpoint 
how much value was being added, 
recent deals might be seen In a 
rather different light 


Venture capital 


UK Independent funds, tor (rivBS&iwrt: 
principal? In UK vsntura capital (Ebn) 
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invest its new funds will require 
some 15-20 large deals. To achieve a 
high strike rate, the company wifi 
have to be aggressive in finding 
deals. Indeed, this is otto side-effect 
of the ffypff riding pool uf private 
equity funds: they become a reason, . 
in themselves for expecting corpon < 
rate restructuring, since the funds j 
heed to fihda home. 

Right now, the environment Is 
benign and funds are flowing in. 
Given the corporate restructuring 
Europe faces, there .should be ample ■ 
outlet far these funds. But the proof 
of the pudding will come with a 
downturn. Only then, will it became 
<- ioar who hag invested wisely. 


Private equity 

Could it be that Britain’s con- 
glomerates, such as Hanson and 
BTR, have withered on the vine 
only to be replaced by a new breed 
- the private equity fund? Cer- 
tainly, the sector is in rude health. 
The $2.5bn raised last week by 
| Doughty Hanson may have been 
the biggest ever private equity sum 
raised in Europe, but it was simply 
the latest in a number of similar big 
fund-raising efforts. And some of 
the bigger vehicles, such as Schro- 
der Ventures and Charterhouse 
Development Capital, now have 
broad portfolios of interest More- 
over, investment banks are getting 
into the business on their own 
account notably Nomura, which 
has launched a string of high-profile 


ifoafe, j ni-infUng last month’s £1-2 bn 
hmtrcpreneur purchase. 

The fawria similarity is that where 
once entrepreneurs like Hanson 
were the scourge of underperform- 
ing companies, it is now the private 
equity merchants - sometimes 
known as finanrfai buyers - which 
are performing an important lubri- 
cant rede in corporate restructuring. 
They are the corporate equivalent 
of hedge funds: leveraged vehicles, 
using very aggressive remuneration 
structures in pursuit of superior 
returns. Typically, they buy under- 
performing corporate assets, which 
are then restructured and sold on. 

But there are also significant dif- 
ferences: the big funds are often 
private vehicles, pursuing medium- 
term restructuring projects over a 
defined time period. And they buy 
simply to r estr u ct u re and sell on. 

The c ur re nt bo am In European 
private equity has both a push and 
a pun factor US investors, in par- 
ticular, are bring driven offshore by 
the search for higher returns. US 
prices have been d riv en up to the 
point where It is difficult to secure 
yields enjoyed in the past And, as 
with their public equity counter- 
parts, there is an increasing desire 
to achieve geographically haianroH 
portfolios. 

Europe is mating a strong pull 
factor: increasing attention to 
shareho ld e r value is forcing compa- 
nies to discard non-core activities: 
With conglomerates less acquisi- 
tive, and trade buyers not always 
keen to pay up. financial buyers fill 
the gap. And with the market less 
developed in Europe than the US, it 
should be easier to achieve superior 
returns - at least that is the theory. 

Given these factors, the flow of 
funds is hardly surprising. But as 
they gr o w, the Doughty Hansons 
will find it increasingly hard to 
maintain superior returns. To 


UK demergers 

Griffins, sphinxes and unicorns 
may gris t only in mythology. Bui 
their corporate equivalent, weir'd ,| 
combinations of businesses,- ; are 1 ] 
alive k icking in Britain. One 
reason for thin is advance corpora- 
tion tax (ACT), so government 
plans to scrap it (as yet 
unann ounced) could hasten their 
extinction. 

Perhaps the best example of a corr 
porate griffin is BAT Industries, a 
curious mi* of mainly UK financial 
services and international tobacco. 
No industrial logic in that But 
there is tax logic. Because the: ACT. 
payable on dividends, can only be 
offset against UK. taxable profits, 
demerging financial services arid 
tobacco could be costly: the fabu- 
lously cash-generative tobacco arm 
would be unable to pay out substan- 
tial dividends without : suffering 
double taxation. But when ACT 
goes, a demerger could proceed - 
potentially unlocking substantial 
value, given that BAT trades on a 
big discount to the sum of its parts. 

A particular advantage is that the 
fmanrffli services arm would then 
be freer to engage in the consolida- 
tion of its sector, either as a buyer, 
merger partner or target 

Another way ACT could hasten 
the twilight for strange corporate 
beasts is by encouraging “cash de- 
mergers’ 1 , where a company sells a 
division and passes the cash 
straight to its shareholders. At pres- 
ent ACT would have to be paid bn 
such a raah distribution. Not sur- 
prisingly, most UK demergers con- 
sist of tax-free distributions of 
shares. Sometimes that is also the 
most logical way forward; but often 
a higher price would be achieved 
through a trade sale. Without ACT, 
companies wifi be able to pursue 
the route that delivers most value. - I 
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Budapest set to 
bounce back 

Unfil early August, the Budapest stock 

not so much a bun as a rampant 
91 per cent in the first seven 1 
months of the year. Then the BUX dropped 15 
per cent in the course of a few days. However, 
the evidence now points to a stable future 
growth. Emerging Markets, Page 24 

markets tms week 

New York 

Bond and equity prices are buoyant. The Dow 
ended on Friday just 220 points short of its 
record high and treasuries soared after weaker- 
“ao-espected employment data relieved anxiety 

that the economy might overheat Page 23 
Frankfurt 

Speculation is increasing about when the Bund- 
esbank will tighten monetary policy. It left the 

sho rt-ter m repo rate unchanged last week, but 

analysts think it is only a matter of tfrn P before 
rates wQl be moved higher Page 23 

London 

The market’s breathtaking recent performance 
- it has risen 10 per cent since the middle of last 
month - has caught market-makers on the hop. 
And there may be more upside for equities and 
gOts if reports of the OK joining Emu sooner 
rathe- than later are true. Page 23 

Tokyo 

Markets are digesting last week’s rKgmai eco- 
nomic data and remarks by prime miniator Ryu. 
taro Hashimoto, who admitted that the state of 
Japan’s economy was “extremely bad". Page 23 

GLOBAL INVESTOR 
Swinging dooer to stability 

The following rule of thumb may well prove a 
better predictor of policy of the new European 
Central Bank than expensive economists: failing 
a collapse of monetary control, euro interest 
rates are likely to be somewhere between 3 and 
4 per cent almost all the time. Page 22 

WTERNATIOMAL OFFERINGS 
Price Is now the issue for telecoms 

France win today announce the issue price for 
the 20-25 per cent stake being sold in France 
Telecom. Italy has given the go-ahead for the 
sale of its remainiug'stake in Telecom Ttatfa- a 
third tranche of Portugal Telecom will also be 
sold soon. The issue facing all three govern- 
ments is how to price the offerings. Page 22 

CURRENCIES 

D-Mark sp ecul ation hots up 

As the chances of a PS i n terest rate rise 
recedes, the German D-Mark may move to the 
front rank of interast rate - speculation. Some 
analysts expects poUcy shift on Germany's 
securities repurchase rate when the Bundes- 
bank counidl meets onThursday. Page 23 

COMMODITIES . - 

Coffee m ooting looks for price dues 

Delegates atF.O. Licht's world coffee confer- 
ence, in London today and tomorrow, have 
much to discuss. Coffee prices have lost more 
tfan half their recent gains smoe they peaked in 
June. The question an everyone’s mind is where 
do prices go next Page 23 

INTERNATIONAL BONDS 
Emerging borrowers re i nforce dollar 

The growing proportion of emerging market 
borrowers reinforced the dollar’s dominance, 
with the US currency's share up from about 40 
per cent a year ago to over 50 per cent Page 24 

FT GUIDE TO THE WEEK 



Frontline faces rejection by investors set to back merger with Astro Tankers 

ICB fends off hostile takeover 


By Tfm Burt in Stockholm 

ICB Shipping, the Swedish 
tanker operator, is today 
expected to claim victory in its 
takeover battle with F rontline , 
the Bermuda-based shipping 
group, which last month 
launched a hostile Skr3.22bn 
($424m) bid for the company. 

Although Frontline has 
! already acquired more than 
i 50 per cent of ICB's share capi- 
tal, ICB will ann ounce that 
investors holding more than 
half its voting rights have 
rejected the offer. Instead, 
investors have decided to sup- 
port a friendly S3Q9m merger 


with Greek-owned Astro Tank- 
ers, 

By merging with Astro, 
owned by the Angelicoussis 
shipping family, ICB hopes to 
frustrate Frontline’s attempt 
to become one of the world’s 
largest independent tanker 
operators. 

The deal followed an aggres- 
sive defence by ICB. which 
accused Frontline of underval- 
uing the group with its unwel- 
come Skrll5-a-shaxe cash offer. 

In a Last-minute attempt to 
salvage Its hostile bid. Front- 
line last week increased the 
offer foT ICB’s A shares - 
which include vital voting 


rights - to Skrl30 a share. 

At the weekend, however, it 
emerged that Frontline had 
failed to pick up the necessary 
shares to block the proposed 
Astro deal 

ICB believes it has secured 
undertakings from enough 
holders of its voting rights to 
push through the Astro 
merger at an extra- 
ordinary general meeting later 
this month. 

Tom Jebsen, chief financial 
officer at Frontline, warned 
that the Oslo-quoted company 
would abandon the bid if it 
could not prevent the merger. 

The likely collapse of its hos- 


tile takeover raises the pros- 
pect of a fierce battle for 
tanker customers between 
Frontline - the shipping 
vehicle of Norwegian entrepre- 
neur John Fredriksen - and an 
enlarged ICB. 

Frontline, the former Stock- 
holm-listed group acquired by 
Mr Fredriksen far $455m last 
year, has already announced 
plans to increase the size of its 
fleet by six ships to 30 with the 
takeover of London & Over- 
seas Freighters. 

ICB will more than double 
Its fleet to 27 vessels through 
the Astro merger, including 
new ships on order. 


Both companies want to 
exploit the cyclical upturn in 
charter rates for oil tankers, 
which for some vessels have 
risen by 30 per cent to more 
than $50,000 a day in the past 
three months. 

The upturn reflects a short- 
age of capacity following 
itwi-pflopH volumes in oil ship- 
ments and the scrapping of 
older vessels. 

Until now, the independent 
tanker sector has been highly 
fragmented. This has enabled 
oil companies to play small 
shippers off against each other 
to obtain the best chartering 
rates. 





Mercedes-Benz suggested the Smart mini car could become its second brand, letting the company develop niche products to complement the 2 4> metre two-seater 

Smart plans from Mercedes-Benz 
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M ercedes-Benz, the German 
executive carmaker, has 
learned not to devalue the 
presti g e image on which its big profit 
margins are based. 

But it is hinting that it wants to 
turn Smart, the mmirar it him devel- 
oped with Switzerland’s SMH watches 
group. Into the company's “second 
brand”. 

Mercedes-Benz, which Is best known 
fur its luxury limousines, has already 
edged into new niches. In recent years, 
the company has shocked traditional- 
ists by . making station wagons and 
multi-purpose “peoplecarriers". 

This year has brought more sur- 
prises, with the M Class sports utility 
vehicle and diminutive A Class hatch- 
back. 

But there remain large areas of the 
car industry where Mercedes-Benz’s 
brand-conscious managers still fear to 
tread. “Using Smart as a second brand 
could kill two birds with one stone,” 
said one German analyst. “It would let 
Mercedes-Benz develop more niche 
products without directly endangering 
the group’s prestige image.” 

The company's freedom to exploit 
the Smart brand increased in late 
August when it raised its stake in 
Micro Compact Car, the joint venture 
behind' the vehicle, from 51 per cent to 
81 per cent. At the Frankfurt motor 


show last month, J dr gen Hubbert, 
Mercedes-Benz’s head of passenger 
cars, said the increase might not be 
the group's “last move”. 

Having closer control of MCC has 
made Mercedes-Benz bolder about its 
intentions. Dieter Zetsche, head of 
sales and marketing, said: “We 
can see Smart more and more as an 
opportunity rather than just a neces- 
sity." 

Mr Zetsche denied there had been 
any final decision on putting more 
Smart-branded cars in the showroom. 
But he said if the company was to go 
ahead, future Smarts would stand out 
from Mercedes-Benz models by then- 
design and function rather than their 
dimensions or engine capacity. 

That opens the prospect of new prod- 
ucts to complement Smart’s tiny two- 
seater, which is due to go on sale in 
continental Europe next March. 

Broadening the range offers various 
advantages, according to analysts. 
Most obviously, it would allow Mer- 
cedes-Benz to spread the heavy invest- 
ment made in establishing MCC and 
the Smart brand around a wider group 
of products. 


Smart’s stand at Frankfort was 
crowded with visitors viewing the car 
for the first time. However, many ana- 
lysts believe the Smart will remain a 
curiosity after sales start 
Uncertainty about its commercial 
prospects, which depressed SMH’s 
share price, was one reason behind the 
Swiss company's decision to reduce its 
stake in MCC 


M CC expects to build 200.000 
Smarts a year once peak pro- 
duction is reached at its fac- 
tory in Hamhach, eastern France. The 
company forecasts that fashion- 
conscious Italy will be its biggest mar- 
ket with sales of 57,000 units, fol- 
lowed by Germany with 45,000 and 
France with 40,000. However, expand- 
ing beyond just one model could pro- 
tect the company from unexpected 
swings in taste. 

The company is already gearing up 
to start sales. The first “Smart Centre" 
dealership has been completed at Ober- 
hansen in northern Germany. MCC 
expects to have 104 out-of-town Smart 
Centres operating by the end of next 
year, along with about 250 smaller 


sales points bn its eight European mar- 
kets. The company is also setting up 
telephone centres to receive orders and 
distribute information. 

A European advertising campaign 
will start next month before the offi- 
cial opening of the Hamhach factory 
an October 27. 

But relying on just one car is as big 
a risk for dealers who have invested 
heavily in the new Smart Centres, as 
for MCC. 

Although the basic 600cc three-cylin- 
der turbo-charged petrol Smart is 
expected to spawn a number of deriva- 
tives, including diesel, hybrid and elec- 
tric versions, many dealers are 
believed to have pressed MCC to diver- 
sify. Lars Brorsen, MCC’s president, 
said he had been pressing for an 
expansion for some time. 

Mr Brorsen said diversification 
would reassure dealers and added that 
the highly modular Hambach factory 
could be easily extended to produce a 
broader range. 

What other cars might be produced 
under the Smart brand remains a mys- 1 
tery. However, with most of Mercedes- 
Benz’s product launches out of the 
way, the management now seems 
determined to devote more time 
to Smart. 


Haig Simonian 


State Street 
sets up arm 
to serve 
sports stars 

By John Anthers in New York 

State Street Research, one of 
the oldest US mutual fund 
companies, is to set up a divi- 
sion to manage portfolios for 
professional athletes in the 
first venture of its type by a 
mainstream f und manager. 

The company aims to pro- 
vide a specialist service in an 
area where young sportsmen 
and sportswomen have tradi- 
tionally been victims of 
untrustworthy figures in 
search of a fast buck. 

The opportunities are obvi- 
ous. Last week, the Minnesota 
Tlmberwolves basketball team 
set a record for the richest con- 
tract offered to a sportsman 
when it agreed to pay $125m 
over six years to Kevin Gar- 
nett, a player who only left 
high school two years ago. 

Basketball is not the only 
sport offering huge rewards. 
Last week also saw Wayne 
Gretzky, arguably the greatest 
ice hockey player ever but now 
nearing his 37th birthday, 
offered $18m to play another 
three years for the New York 
Rangers. 

The problem for rich ath- 
letes is knowing how to bold 
on to the money, according to 
Derek Sanderson, who will be 
in charge of introducing sport- 
ing clients to State Street 
Research. Mr Sanderson has 
first hand experience having 
played a leading role in win- 
ning ice hockey’s top trophy, 
the Stanley Cup, for the Bos- 
ton Bruins in 1970. 

“At one juncture, I was 
extremely well paid - 1 
received $2.65m in 1972,” he 
said. “I had an agent and 1 bad 
people who supposedly han- 
dled my money. Six short 
years later, it was all gone.” 

Mr Sanderson’s response has 
been to build a second career 
encouraging young athletes to 
take a long-term look at their 
finances. 

He already has 90 clients 
under his wing, mostly from 
ice hockey, with combined 
projected salaries for the next 
year of 550m. 

AD this money will now be 
managed by State Street 
R esearch. 

A specialist sports portfolio 
management group is neces- 
sary because athletes create 
unique financial planning 
problems, 1Mb- Sanderson said. 

“At 18 years old, they are 
already well-paid, seven-figure 
athletes. These risk profiles 
are very different from a 50- 
year-old who’s just sold his 
business." 


BZW sale will not curtail 
capital role, says Barclays 


TWs announcement appears «» matter of recant only 


By James Mackintosh 
hi London 

Barclays will remain an 
important player in the 
world's capital markets after 
the sale of much of BZW, the 
man named to head the part to 
be retained by the UK retail 
bank, said yesterday. 

Robert Diamond, currently 
head of BZW’s global markets 
division and soon to be chief 
executive of the newly formed 
Barclays Capital Group, said 
the new division would be 
mere than a niche player in 
spite of plans to sell the equi- 
ties and stockbroking divi- 
sions. 

“We are certainly going to 
be more focused. When you try 
to be too many things to too 


many people, you are bound to 
fail,” Mr Diamond said. “This 
is the beginning of a terrific 
opportunity." 

Mr Diamond pointed to the 
£lbn ($L6bn) turnover gener- 
ated by the parts of BZW that 
Barclays is to keep. These are 
the currency, credit, interest 
rate, commodity and struc- 
tured finance operations. He 
dismissed claims that the deci- 
sion to break up the invest- 
ment bank was forced on the 
company by recent Wall Street 
mergers. 

It was a “proactive, not reac- 
tive” choice of how best to 
maximise returns, client ser- 
vice and employee opportunity 
and left a “global business, 
with strong client relation- 
ships around the world”. 


Mr Diamond said BZW had 
been “in a position where 
there was a risk of spreading 
its investments too thinly” in 
its attempts to compete with 
the large Wall Street invest- 
ment banks, such as Salomon 
Brothers and Merrill Lynch. 

Barclays said yesterday that 
the bonus pool to be shared by 
“key” BZW staff, in the back 
office as well as the high- 
profile traders and senior 
management, is to be 
increased to prevent employ- 
ees leaving in advance of the 
break-up and sale. The com- 
pany refused to disclose the 
ext ra am ount. 

BZW’s sale is being handled 
by Goldman Sachs. 
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KGHM POLSKA MIEDZ S.A. 

(Incorporated in the RapubGc of Poland as a spo/ka abey/na or Joint a&dt company) 

Initial Public Offering 


65,732,200 Shares 


on behalf of the 


Ministry of State Treasury of the Republic of Poland 


UK car parking group plans to 
expand to continental Europe 


Joint Global Coordinators 


Barclays de Zoete Wedd Limited Union Bank of Switzerland 


By charts Grosser in London 

National Parking Corporation, 
the UK company budt by Sir 
Donald Gosling and Ronald 
Hobson 45 years ago as part of 
a scheme to convert London 
bomb sites into carparks, is 
p awning a move into main- 
land Europe which could dou- 
ble the group's size. 

The company, which is pre- 
paring for a full listing on the 
London Stock Exchange, is 
considering spending between 
£2 00m and £3 00m ($324m- 
84ggm) on private carpark 
groups in Germany, France 
and Spain- It has spoken to up 
to four companies. 

gob Mackenzie, chief execu- 
tive, said the company is also 
looking at expanding into the 


US. possibly by acquiring 
another company. “The ideal 
is a company which owns, say, 
eight or 10 sites. Any larger 
and it becomes more difficult 
to manage.” He added that the 
US market was still in its 
infancy. 

If the company succeeds in 
its acquisition plans, it will 
consider demerging Green 
Flag, its breakdown recovery 
business. Mr Mackenzie has 
already stated NPC’s intention 
to seek a full market listing 
before 1999. Its shares are 
quoted on the junior Ofex mar- 
ket in London. 

Some 72 per cent of the com- 
pany’s equity is owned by Sir 
Donald and Mr Hobson, the co- 
chairmen. The company has 
yet to decide whether or by 


how much the two men will 
dilute their holdings when it 
upgrades to a main market 
listing. 

Earlier this year, the two 
netted more than £l5m each 
from a special dividend. The 
company operates and owns 
520 carparks in the UK under 
the National Car Parks (NCP) 
brand. It is finding difficulties 
buying sites, acquiring just 
five in the past three years. 

NPC reported an 83 per cent 
rise in pre-tax profits to £46. lm 
in the year to March 1997 on 
turnover up 6.5 per cent to 
£329.1 hl Stripping out excep- 
tional costs and an accounting 
change, the underlying growth 
in profits was IDA per cent 
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Private equity house seeks European opportunities in area regarded as riskier part of market 


Apax to plough $200111 into vouns ventures 



By Katharine CampbeS, 
Growing Business 
Correspondent 

Apax Partners, the London- 
based international private 
equity group. Is set to devote 
at least $200m (£123m) of a 
new fond to early-stage 
investments in European 
companies, with an empha- 
sis on technology businesses. 

Investors are flocking into 
private equity across 
Europe, with Doughty Ban. 
son. another manager, say- 
ing last week it had raised a 
record $2.5bn vehicle. 


But the bulk of the money 
has hitherto been directed at 
large leveraged buy-outs, 
because these have histori- 
cally produced the best 
returns. Early-stage compa- 
nies, by contrast, are seen as 
far riskier and rind it much 
harder to attract capital. 

Apax Is one of the few 
houses which claim to have 
done consistently well in 
this market While it does 
not publish its returns, dive 
Sherling, a director, says 
performance has been “at 
least as good” in early-stage 
deals as in buy-outs. 


It has concentrated on 
building a team with a range 
of industrial backgrounds. 
“In the majority of cases [in 
early-stage] we are backing 
entrepreneurs who have 
worked in a previous career 
with one of our partners. 
That makes an enormous 
difference to the risk you are 
taking" he said. 

Past investments include 
Computacenter, Water- 
stone’s, New Covent Garden 
Soup and. PPL Therapeutics. 

The new ftind amounts to 
9650m, with 950Qm targeted 
at the UK and the rest at 


FOH advisers confident 
on EC broadcast probe 


By Clay Harris in London 
aid Emma Tucker 
In Brussels 

Advisers to Formula One 
Holdings are confident that 
its contracts to market 
broadcast rights for Grand 
Prix motor racing wm pass 
European Commission scru- 
tiny, enabling an interna- 
tional public offering to pro- 
ceed, probably next year. 

FOR voluntarily submit- 
ted its contract arrange- 
ments to the Commission, to 
try to remove one of the 
doubts which have delayed 
the flotation, plans for which 
emerged in March. 

The other big hurdle is a 
dispute between Bemie 
Ecclestone, whose wife’s 
family trusts own FOH, and 
some of the li teams compet- 
ing in Fl over the sharing of 
television revenues and. 
indirectly, over the teams’ 
desire for a stake in FOIL 

The Commission con- 


firmed yesterday that it was 
examining the arrangements 
for FOH's flotation under 
article 85 of the Treaty of 
Rome, which forbids anti- 
competitive contracts. There 
is no deadline for such an 
investigation. 

A Commission official 
said: "Companies wishing to 
float on the stock exchange 
need to offer prospective 
purchasers a degree of legal 
certainty an the aspects of 
the flotation. One of these 
aspects is compatibility of 
these arrangements with 
European competition 
rules." 

Brussels is scrutinising 
contracts variously involv- 
ing the Federation Interna- 
tionale de 1’ Automobile, 
motor sport's non-profit gov- 
erning body, FOR, racing 
teams and broadcasters to 
see whether they are anti- 
competitive. 

The Commission may be 
particularly concerned about 


the length of contracts. 
FOH’s deal to manage the 
FIA's commercial affairs 
could last to the end of 2021. 

In a recent deal which did 
require, and eventually 
received. Commission 
approval - Boeing’s merger 
with McDonnell Douglas - 
Brussels forced Boeing to rtp 
up exclusive supply con- 
tracts with several US air- 
lines on the grounds that 
they were too long and anti- 
competitive. 

In the case of Fl, FOH’s 
advisers believe its long- 
standing commitment . to 
maintaining free broadcasts 
of Grand Prix races (eventu- 
ally supplemented by sub- 
scription or pay-per view 
digital services) will allay 
the Commission’s fears 
about viewers’ access to 
sport on TV. FOH’s main 
ahn is to remove uncertainty 
and minimise the chance of 
a legal challenge before pro- 
ceeding with a flotation. 


Go-ahead for ICI sale to DuPont 


By Roger Taylor 

The European competition 
authorities are expected 
soon to dear the acquisition 
of the polyester and Euro- 
pean titanium di oxide busi- 
nesses of Imperial Chemical 
Industries by DuPont, the 
US chcmirals group. 

The decision, which may 
be announced as early as 
today, would help ICI move 
atipfld with further planned 
disposals, such as the sale of 
its US titanium dioxide 


plant. The company has 
been reluctant to sell this 
while there is a risk of the 
DuPont deal failing through. 

DuPont could not buy the 
US assets because of compe- 
tition regulations, but Mil- 
lennium Chemicals has 
expressed interest in the., 
plant 

The $3bn (£1.8bn) deal, 
announced in July, will rein- 
force DuPont’s position as- 
market leader in titanium 
dioxide, lifting its world 
market share from 23 to 35 


per cent Its d ominan t posi- 
tion gave rise to concerns 
that the competition authori- 
ties might block the deal. 

However, the market for 
tibe white pigment Is highly 
competitive and analysts do 
not believe the deal will cre- 
ate j competition problems. 
Leading paint manufactur- 
ers, which are among the 
biggest users of titanium 
dioxide, have indicated they 
are unconcerned by 
DuPont’s enhanced market 
share. 
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The Government of the State of S5o Paulo 

CESP — Compendia Energies de S4o Paulo 

A listed company — C.G.C. 60.933.603/0001-78 

REQUEST FOR PROPOSALS 
AS/H833/97 

Sale of Registered Common Shares of the Capital Stock of Companhfa 
PauBsta de F0r$a e Lux— CPFL 

The State of S5o Paulo, fn compfiance with and as a result of the provisions of 
Law No. 9361 of 5th July 1996, and CESP — Companhia Energdtica de S&o 
Paulo, on their and on behalf of 3rd party sellers, hereby make puWc the terns 
of privatisation of Companhia PauRsta de Foipa e Luz — CPFL, through the sale of 
the common shares of as capital stock. 

The procedure for the sale of shares Is governed by the Request for Proposals and 
Os Appendices, by the Operating Manual of the BOVESPA, and by the resolutions 
of the Executive Council of the State Proyamme for Privatisations. 

From 6th October 1997 until 20th October 1997, copies of the Request tor 
Proposals wfll be available at the following locations, on presentation of a receipt 
for a deposit in the amount of R$ 500.00 (five hundred reais) in the account 
033-0154-55-000740-3 With Banespa SLA. 


CESP: CanpwSita BMigAka dft Sio nwto 

Departemerflo de Suortmintos — AS 

Rue Beta CMa, 847. 5th floor 

SBo Patio. SP 

H»L: ++65 1 1-824 78 42 

Hous:840amto 1140am, and 240pm to 

440pm 

BOVESM: Boise deVWom de Sfto Peuto 
Centto de tntormacOes BCVESf*— OB 
Rue XV de Navwnob 275, 5th floor 

S3o Pmia SP 

TfcL ++55 11-03321 IB 

Hours &30nrrlo 64Qpm 


CPFL: CmnpenNe PxuBtfa de Fcnai • Luz 
DepatamwtD de Suprimentoe — AS 
Rodovta C a ip ira a — Mog>MHm,knt24, 
Na 1755, Campinas, SP 
T&L+466 10-756 82 88; ++66 11-758 87 10 
Houre: 840am to ll-SOon. end 200pm 
to 4. 00pm 

0OVESM: Bote* de VWorae de Sto Paulo 
Ho de Janata oUce 

Rue 7 de SetambfDL 71 . 2191 mid 22nd Boors 
Wode Janeiro, RJ 
-feL:++552V6324616 
H meeaSQwn la IgttjeH. end 1.30pm 
to 640pm 
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Germany. It is likely to be 
spent over three years in a 
mix of early-stage, expansion 
cap it al and buy-out opportu- 
nities. 

Most existing specialist 
early-stage funds are consid- 
erably smaller - less than 
SSOm. So Apax has been well 
placed to serve institutional 
investors which increasingly 
want to place largo* sums 
with fewer managers. 

A bigger fond will also 
allow Apax to make bigger 
Individual investments. “If 
you can put In £5m-£6m at a 
time, you have a more sub- 


T&N and 
suitors to 
reconvene 

By Andrew 
EdgecOf fo ^Jotineon 

T&N, - the automotive 
engineer, wfll continue talks 
with Federal-Mogul and 
other international car parts 
groups today - 10 days after 
Federal-Mogul’s Indicative 

£1.25bn takeover approach 

became public. 

Hopes of a swift conclu- 
sion waned on Friday when 
Dick Snell, Federal-Mogul’s 
Chairman and chief execu- 
tive, flew back to the US. 

Ohio-based Dana Corpora- 
tion is believed to be among 
those considering challeng- 
ing Federal-Mogul for con- 
trol of T&N. 

Federal-Mogul is believed 
to have a head start on Dana 
and other potential rival 
buyers, all of which would 
have to consider potential 
competition objections. 

Any buyer must convince 
its investors that T&N has 
done enough to cap its liabil- 
ities for claims from asbes- 
tosis sufferers. Fears that 
TAN’S £lbn attempt to do so 
was not sufficient had 
depressed its shares before 
Federal-Mogul’s approach. 

Analysts said last week, 
however,- that Federal- 
Mogul’s continued interest 
in T&N indicated it was com- 
fortable that the asbestos lia- 
bilities were containable. 

TAN’S shareholders are 
pressing Sir Cotin Hope, 
chairman, to hold out for 
more than the 235p a share 
which Federal-Mogul has 
indicated would be its rash 
offer. Expectations of a 
higher bid had lifted TAN'S 
shares to 249‘/«p last Friday. 


stantial company and you 
can attract better quality 
management,” said Mr 
Sterling. 

Apax’s fUnd-raising experi- 
ence suggests a new appetite 
for the asset class from, con- 
tinental European investors. 
When it last raised a Ger- 
man fond, in 1990, it 
received no German money. 
This time, 40 per cent of the 
German fund stems from 
Germany and Switzerland, 
with the bulk sourced from 
wealthy individuals. German 
investors also subscribed to 
10 per cent of the UK fund. 


Mr sherling said: "It was a 
complete surprise- There 
seems to be a sudden appre- 
ciation in Germany, with the 
flotation of Deutsche Tele- 
kom and the creation of the 
Nener Mark* [a stock market 
for young companies], that 
bonds are not the be-all and 
end-alL” ,J 

More of the' money 
invested in the UK is likely 
to find its way Into early- 
stage than buy-out opportu- 
nities, while the reverse is 
likely in Germany. . 
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Taking steps to a new s t r u cture: Boy Hitchens, chief 
executive of Staveley Industries (left), with Sia Tabflbi 

Staveley reorganises 
facilities services 


By James Mackintosh 

The facilities services 
companies owned by Stave- 
ley Industries, the diversi- 
fied industrial group, are to 
be merged. to create a single 
company with an £80m turn- 
over. 

The complex structure of 
the facilities arm - which 
includes, MJN Maintenance, 
the buildings services com- 
pany, and the Nelson Gas 


catering business - will be 
simplified, with all six to 
trade under the name Inte- 
gral. 

The reorganisation is 
aimed at boosting profits 
throngh expansion, not 
lower costs, according to Sia 
Tabibi, managing director of 
IntegraL He denies the new 
structure is related to Stave- 
ley’s decision to put its loss- 
making measurement divi- 
sion up for sale. 


Turning sites towards 
European expansion 

Charis Gresser looks at Bob Mackenzie’s plans for NPC 

B ob Mackenzie, chief turn have led to a 10 per cent unblocking drains, repairii 
executive of National cut in NPC’s £120m control- roof tiles, and fixing boiler 
Parking Corporation, table cost base. The options for the bin 
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B ob Mackenzie, chief 
executive of National 
Parking Corporation, 
thought he knew something 
about corpora t e c h a llen ges, 
having run engineering busi- 
nesses for BTR, beat finan- 
cial controller at Hanson. 
qnrf finance director at BET. 
That was before he walked 
into NPC. 

“The people who ran this 
company were brilliant at 
going out and getting sites. 
They were great property 
spotters, but spent less time 
on managing the oper- 
ations,” says the 44-year-old 
Scot That is something of 
an understatement. 

When he joined, just ova* 
two years ago, dally cash 
collection sheets across 
NPC's 500-odd car parks 
were filled in by hand. They 
were then sent to bead office 
and reconciled with the cash 
in the bank two months in 
arrears. Pricing for car parks 
across the .group was done 
from head office once a year. 

Of 200 operations staff, 
only three had personal com- 
puter experience. There were 
no electronic points of sale, 
no daily access to sales fig- 
ures. “We could not have 
told you who our largest cus- 
tomer was," says Mr Mac- 
kenzie. “It's difficult to have 
a pricing strategy and man- 
age your assets when you 
have so little information." 

But then, it is easy to dis- 
pense with new-fangled 
I ideas such as yield manage- 
| ment when your business 
throws off as much cash as 
NPC’s does, and is also grow- 
ing its top line. 

The point is not that NPC 
was in dire straits before Mr 
Mackenzie joined. It wasn’t 
But the opportunities it was 
missing were considerable. 

It has taken two years, but 
now Mr Mackenzie reckons 
the company’s systems are 
up to scratch. Databases 
whirr out daily information 
on volumes and customers, 
who are now identified as 
people rather than car regis- 
tration numbers. Better 
systems and basic automa- 


tion have led to a 10 per cent 
cut in NPC’s £120m control- 
lable cost base. 

That was the obvious bit 
Now comes the tougher chal- 
lenge of what to do next The 
company has an embarrass- 
ment of riches. It converts 
more than 100 per cent of its 
profits (once depreciation is 
added bade) into some £65m 
of cash a year. Roughly 80 
per cent of that comes from 
immediate cash payments, 
while 20 per cent is paid in 
advance for season tickets. 

Behind this lies the 
strength of the confusingly- 
named NCP brand, which 
NPC has built up. Although 
it has only 12 per cent of the 
market, compared with 80 
per cent held by local 
authorities, it is by far the 
largest private car parking 
group in the UK. 

“This is what we’ve got 
the reliability of all this cash 
and a name which is virtu- 
ally generic for car parking. 
It’s got all the characteris- 
tics of a business that you’d 
hope for," be says, unable to 
restrain a glimmer of excite- 
ment 

There are two main direc- 
tions that NPC could take. 
The growth in UK car park- 
ing is slowing because there 
are fewer and fewer sites for 
sale. Bat continental Europe, 1 
where the market is still ' 
fragmented, is ripe for 
expansion. 

T he other, possibly 
more exciting avenue 
- which one senses is 
closest to Mr Mackenzie's 
heart - would be to take 
Green Flag, NPC’s break- 
down recovery network, into 
the big league of service 
companies. 

The business accounts for 
Just over 40 per cent of 
group turnover at £144m. 
Although its profit margins, 
at 12 per cent, are nearly 
half those earned in car 
parking, its retur n on invest- 
ment Is much higher. Mr 
Mackenzie is keen to build 
up Cfreen Flag's home call- 
out services, which include 


unblocking drains, repairing 
roof tiles, and fixing boilers. 

The options for the busi- 
ness to expand are wide 
open. It could go on an 
acquisition spree, be kept 
within the group or spun 
off 

In fact, the only thing that 
does not seem open to ques- 
tion is Green Flag’s sponsor- 
ship of the England football 
team. “I dream of seeing 
Gazza cry into his Green 
Flag shirt with the score: 
Scotland 9. England 3," 
dreams Mackenzie, still tast- 
ing the bitterness of his 
country's catastrophic defeat 
at the hands of the Sassen- 
achs more than 30 years ago. 


Waterstone set 
to meet investors 

Tim Waterstone will this wee^ meet 
investors representing 40 per cent of aharw in WH Sn*h 
in his continuing 'attempt to take control of the UK 
high-street retailer. ‘ ‘ 

The former owner of Waterstaoe s book chain, Which be 
sold to Smith in 1989, wants:, the shareholders to/ put 
pressnre on Smith's directors to reconsider his plans, (IJie 
board last week’rejected tire approach, which .inrojwgj 
cash offer and shares in a new company to Tenby Sgr 
Waterstone. However, he is confidenthewill find support , 
among shareholders. - _ " ' •• 

Other parts of the strategy include selling the US am- 
port and hotel stares division, and possibly parting with 
the Our Price business. Smith owns 75 per cent of the 
music and video chain and six mont hs ago refosed *n 
offer from Virgin, owner of the remaining 25 per cent: > j 

Smith has said Mr Waterstone’s plan offers no value- tq^ 
shareholders and would saddle the new campanywjtivfoo . 
much debt Mr Waterstone, who is advised by SBC.Wat 
burg, will tell investors this week that the debt position, ta: 

while his plans for the core chain will ngtt- 
venate sales. The business's poor performance has wen 
one of the reasons behind the 25 per ce nt fafljtd 
Smith's shares in the past year before Mr WaterstOTfifc, 
offer. Since it was revealed, they have risen 10 per cedtp; 

Christopher 

Miller to head Pace. Micro 

Pace Micro Technology, the satellite receiver group whfcfe' 
has issued three profits warnings in six months, haj| 
announced the appointment of Malcolm Miller as .chief: 
executive. _ 

Mr Miller quit in 1994 as managing director of Amstrafl, 
Alan Sugar’s consumer electronics group, to head-Sega’s 
European operations. His package at pace Is believed to 
be about £250,000 plus bonus payments, 

Peter Morgan, chairman, said Mr Miller was ideal for 
the job because of his “expertise in the fast-moving com- 
petitive electronic retailing field and previous' experience 
as managing director' of a public company”. \ ".[• 

The appointment is a breath of fresh air for Pace, which 
has been forced to issue profit warnings because of the 
slow development of multi-channel digital, broa d c as ting. 
The shades have dived «Iti«» floating at 172p in- June last 
year andhitting a high of 241 V»p five months later. They 
rose 4p to Bi’Ap car Friday an news of Mr Miller's appoint 

inpu t. 

The- departure -in February of Barry Rubery, who. 
founded Pace .with David Hood, followed by fmance dtrec- 
tor Steve Jones in June, also weighed -on. sentiment.-Mr 
Hood, one of the cofounders of Pace, , who bad been 
sharing the chief executive's role with Peter Mcargan, wiH 
became director of technology. ■ * ' ’ Bmiko Terazono 

Allergan picks; chief 

David Fyott, 43, the British-born head of Novartis Nutri- 
tion, has been appointed chief executive of Allergan, a US 
eyecare company, width has been a frequent target of 
takeover rumours since it was spun' off from Smithklme 
Beechamtn 1980. 

Mr Pyutt. who heads the smallest of Novartis's three 
core businesses, takes over from W illiam Shepherd, 57, at 
the end of the year. Mr Shepherd, who joined Allergan In 
1966, is also stepping down as- chairman and wfll be 
replaced by Herbert Boyer, a nan-executive, director of 

Alleiganri^ - . ■ .v ■ V ' v: Y j 

^-Mr Pyutt,' who is of a similar age to Dan Vasefla, 
Novartis chief executive, is the first member of the senior 
executive team to quit since Novartis was' created follow- 
ing last year’s merger of Ciba and Sandra. He joined- 
Sanddz in 1960 and in 1996 was put in charge of its 
nnirition business shortly after the $3.8bn (£2JJbn) pur- 
chase of Gerber Products, the world's largest producer of 
baby foods. : WUtiam Ball, Zaridi 

Deltron buys in Sweden 

Deltron Electronics, the UK components group, is paying 
a. maximum SKr53m (££3m) in shares arid* cash far a 
Swedish electronics components distributor. The private- 
ly-owned Freber Elektroadk Leasing will complement Dei- 
tron’s recent purchase of Conelec of Denmark. Paul Gour- 
mand, chai rm an , said Freber was. expected to “make a 
positive contribution from the outset". 

' • ■■ ■. . • •/ f ' ' ■■ ■ ; ■ - 

■ GENUS, tiie UK cattle ^breeding and fenn cdnsnltancy 

group which last week scorned a takeover approaifo from - 
a consortium, has agreed to buy.&yltan Namis. a special- 
ist agricultural computer software company, ihe pur- 
chase price was not disclosed. 1 - V ' 

■ HADEN MACLEIXAN has sold Bowers A Jones". to 
Marker Stahl for £L95m cash. The purchaser will also . 
assume £100, 000 of d ebt- 

■ HOLT (JOSEPH) has bought back 150, 0W shares, 552 
per cent of the capital, af£26£L56 each from Cazenove. • 

■ IWP, the Dublin-based personal care and household 
products company, has^ ^ acquirecT theTumatnihg^O per 
cent of PoIbita. its Polish distributor of household prod- 
ucts. The stake was bought from hfierhational UNP Hold- 
ings for a total of £3m (£lj8m), including the "replacement 
of subordinated loans of £L38m. 

■ UMECO is buying Med-Lab International for £l.lm 

cash. Med-Lab’s principal subsidiary distributes materials 
to the aerospace and petroleum industries. In the year to 
September 1996 it had pre-tax profits of £157,000 on sales . 
of £?,6m. . - V. 


FT/S&P ACTUARIES WORLD INDICES QUARTERLY VALUATION 


The msitet capitataattan the national and regional markets at tf» FT/S4P Actuates World Indfcoa as at SEPTEMBER 30. 
1997 are c wp reac<to belwmman)reqflgdaBara artoa8aparc e nt ai Baoftt»WotMlnd«iS>TiBy«tytwatocro<*tedto- 
the preceding quarter. The percentage change tor each US doBar todan value since me and ol the ctfandar year ts ofao 

PfOVtCMOi • \ "* .• 

W A-nOMA L AND REGIONAL MARKETS Market cap. as at % of World Market cap. as at % at Woria 9t chgeft$ frxtex 
(nurnDar of ares Of stook) 30O9W (USSm) Index 3QWB7 [USSm) tndax An 31/12/96 


AuatratePQ 

Austria (24) 

Belgium ( 28 ) 

Brazil ( 30 ) 

Canada (123) 


Denmark (22) 

Fhland ( 28 ) 

Ranee (83) 

Germany (50) 

Hong Kong. Chkui (88) 

htfoneda (27) 


219290.7" 

23691 JO 

110567.3 

1045162 

396578.7 


Ireland ( 17 ) 

Hafy ( 53 ) 

Japan ( 485 ) 

Malaysia ( 107 ) 

Mexico ( 27 ) 

Netherimds ( 19 ) 

New Zealand ( 14 ) 

Norway ( 41 ) — 

PhBpptoes ( 22 ) 

Singapore ( 42 ) 

South Africa ( 43 ) 

Spain (S 3 ) 

Sweden ( 49 ) 

Swtoertand ( 33 ) 

ThaBand P 9 ) 

Unttad Kingdom ( 213 ) 

USA ( 534 ) 

Americas ( 814 ) — 

Europe ( 712 ) 

NorcSc ( 150 ) — • - 

Paefflc Besfcr ( 878 ) 

Euro- Pacific ( 1590 ) 

North America ( 787 ) 

Europe BL UK ( 49 S) 

Pacific Be. Japan (383 

Worid Ex US ( 1813 ) 

World Ex UK ( 2234 ) ... . 

World &, Japan P 982 ) 

The World Indax P 447 ) 


56286-6 

59946.3 

505701-0 

014291.7 

3387809 

— i — isonAj; 

— 321462 

240645.6 

22344752 

775422 

888808 

367900-0 

233152 

: 411702 

;tB4 9A 

49TO7A 

1182150 

18128371" 

— . — L. 2341048 . 

448612.7 

-4— 61647 

.16677046 

7754808,1 

83467869 

— — 45842S3.1 

i — 3915078 

30215064 

—— 7605759.7 . 

81533874 

.-1.29165484 

i- 73703UZ ’ 

8315952,4 

T4403057.0 

; 13786288./ • 

160707614 


2221794 
210684 
1001704 
1099124 • 
3484484 

61786.0 

50916.0 .. 
. 472825 A‘ 

6699744 . 
3 47350 4 
' 22753.7 .- 
260012 
. .194510.8- 

- 26429944 ’ 

130078.1 '- 
.72614.1 . 

- 3430552 ' 

246222 - 
361732 
134284 ‘ 
-620294 • 

. 1345604 
' 1739934 
214665.7 
4406674 . 

- 7 7®A 
14780234 . - 
7226sniB— _ 

'77574684 ' 
41768324 
3636*14 ’ 

- 3473187.4 . 
.78490184: 

75749614 r 
‘ 2897808.7 , 

- 8301934 - 
.83145574 . 
140630454 * 
128960744 


143 - 

014 
044 
071 
224 
033 

: 043 
344 
347 

224 

015 
018 

• 146 
1741 
084 
.OAT-. 
221 ’ 

016 
• 023 

009 
040 
087 
-• 1.12 
’ 148 - 
244 
046 
051 
’4640 


546 - 
9.19 
• 067 *' 
' 4840 - 
1845 . 
1849 

- 3548 - 
- 1147 ; 

2247 

241 

-3747 ' 
' • 1646 
3547 
•. -6.78 

J341 . 

. • 2*44 ' 
-84*0.'- 
- 28 *0 
-5248 
-275**' 
344 
2077 

.' a4i 
4145 
-635* . 
1TAS . 

• 2723 - 

2743 

2046 

2544 

-8.13 

- 743 

• 2X29 

-1244 .. 
/• 846 
17.12 
, ' 2241 


Got gm 3 ac re&Co. Wteew 4 PaorV 1997 . Al nttto rewni VrettP ‘ r,-,- ■■ 

The Ttnaa LtniWJ and Bamlaj a Peore. fMWw Saajrflm let co+huX)ar of tfa h w<>lM , ,r,ll| i |i * r ■ejPt*Sari«nmhel ,j 









. e set 

,nv «Stft, 





. . .. 


J; ' ^ %: 

<■ -V' -'ll' 


'mt*** .. . 

**i -r-‘. 


Mwf-U , H* 
=»■ 




' ‘ ’ 'V; 


iSftHl Pace vijT' 
Allc ro 


to I €j* .V.v 

!•#**>«- 
ifcos*-*.,-. . 

iMHMtov ■■ 


toYntc;:; 


PP^iv 

tV'JWftt'.- 

At* >.-x. 

t-tow::- 
fc*.*** : 

to> * ■ 

m &*.•■! 

i-jm. 

mr 

my*"r 


chief 

ito. ■• 


m- **» '■ 
m- ■**■'■ 
#*:■■- 

fcto** 

62 ; - ■ 

te . 


j'jtortf* • 
tot'**"' 1 

r^A 7 -- - 


btiv * is* Sweden 


*te4L ''-'• 

tie/ 

¥■■ *y~'' 

Swtr-- V :-. - 


!H:. n ' r ‘;" 

teri '•/ 
•’ 

£0.3 1 

#*=*%■- 

fcr»« > 


*: r- ' 
* ' 
& .*.? •|~' r 
4= ■'*"• 

•Jhr.v* :r - 


ft*-*-’ 




FINANCIAL TIMES MONDAY OCTOBER 


61997 


COMPANIES AND FINANCE 



O from Indian state-owned bank 


to Krishna Q*a Bpn*ay 

Corporation Bank, India’s 
most profitable state-owned 
bank, launched a RsSbn 
(582.9m); initial public offer- 
last Friday - the first in 
a se ries of such issues by 
eovermnent-crwned hanirc 
The capital-raising IPO of 
38m shares priced at Rseo 
^ give private Investors a 
32 .pter cent stake in the 
“ant The government will 

retain a controlling stake of 

68 per cent 


Later this year, the State 
Bank of India will start float- 
ing stakes in a number of 
banking subsidiaries. In Jan- 
uary, Pnqjab National Tfemk 
is expected with a RsSbn to 
RsSbn off erin g. 

Corporation Bank Is one of 
India's smallest public sector 
banks but comparable to its 
biggest private sector rivals 
with assets of RsSX.Shs. 

The bank, which made a 
pre-tax profit of Rs 2 .ebn last 
year, has net non-performing 
assets of 8.6 per rant - hi gh 


by international standards 
but low relative to the pro- 
portion of bad loans at other 
state-owned banks. 

Unlike some of its bigger 
public sector brethren. Cor- 
poration Bank avoided the 
full brunt of political pres- 
sure to expand in unprofita- 
ble rural areas »nH bankroll 
favoured state projects. 

It has also benefited from 
geographical concentration 
in south India, where credit 
quality is high. Other hankg 
have encountered wide- 


spread bad debt problems in 
some northern Indian states. 
Including Bihar, Uttar Prad- 
esh and Madhya Pradesh. 

Analysts said Corporation 
Bank had developed a strong 
fee-earning business, offer- 
ing cash management ser- 
vices to blue-chip Indian cor- 
porates. including Reliance 
Industries, Mahindra and 
Mahindra and Bajaj Autos. 

“They restructured their 
operations three or four 
years ago, much ahead of 
the competition,” said Hero- 


in dra Hazari, hanking ana- 
lyst at Caspian Securities. 

The issue will be attrac- 
tive to institutional inves- 
tors, which have been in 
short supply of banking 
paper. Most bank shares are 
held by the government or 
state-owned institutions. 

However, foreign institu- 
tions are unable to subscribe 
to the offering, and will have 
to buy in the secondary mar- 
ket, where the shares are 
expected to open at a pre- 
mium of up to Rsl2- 


Casino family delays decision on bid 


By David Owen in Paris 

Members of Casino’s 
fou nd i ng Gui chard family 
have decided to keep rival 
bidders for the French 
retailer guessing for at least 
another week 

Meeting on Saturday in 
Saint-Etienne, the city in 
central . France tbg+ houses 
the company’s headquarters, 
the family opted to delay 
choosing between PramodSs 
and Rallye, the rival retail- 
ers who covet Casino, rmtn a 
further meeting later this 

Trwrofh. 

Since the family controls 8 
per cent of the shares and 16 


per cent of the voting rights, 
its decision -is likely to be 
crucial, assuming that mem- 
bers can agree a common 
position. 

Rallye, the “white knight” 
alternative bidder to Pro- 
mod 6s, already owns 33 per 
cent of Casino's shares and 
will control 43 per cent of 
the company's voting rights 
by October 25. 

The board of Casino for- 
mally declared Promod&s’s 
FFrtlbn ($5.2bn) bid hostile 
last week, but members of 
the Guichard family 
abstained from the dpHgjon, 

Promod6s interpreted the 
absence of a vote at the £am- 



INTERNATIONAL NEWS DIGEST 

France Telecom 
to be priced today 

Dominique Strauss-Kahn, French finartra and industry 
minis ter, will today announce the defini ti v e price of 
France Telecom shares, amid signs that the initial public 
offering of the former monopoly telecoms operator is 
shaping up to be a success. 

Mr Strauss-Kahn is expected to make the armnirara- 
ment at 3pm French time. The go ve rnment has already 
set a range of FFrl70-FFri90 a share for the offer, valuing 
it at FFr35J3bn-FFr40- Ibn ($6.06bn-$6-77bn). Investors 
wifl receive their allocations of shares on October 17 and 
trading will begin in Paris and New York three days lata:. 

A total of 7.5 per cent of the company, or 75m shares, 
has been allocat ed to retail in v es to rs, with more than Lm 
small shareholders having so far subscribed for shares. 
France’s Socialist-led government plans to give up more 
than a third of the company's- capital in all, including the 
eventual transfer of about 7.5 per cent of the shares to 
Germany's Deutsche Telekom, one of France Telecom’s 
partners to the intnrn«tinna1 toTpram g alii. 

ance, as part- of a long-discussed exchange of sharehold- ’ 
mgs.-' r David Owen, Paris 

■ ISRAEU ANTI-TRUST RULES 

Koor and CM agree on Masha? 

Soar Industries, Israel's biggest industrial conglomerate, 
yesterday said it reached an agreement with Israel’s anti- 
trurt authority to end j<^ ownership witeOallni^ 
tries, an arm. of another- significant holding company, 
over Mashav, thebufldmg infrastructure and energy com- I 
pany. -. - 

Koor and Clal each own 50 percent of Mashav, which in 
turn owns Nesber, the Israeli cement monopoly, and 
other building infrastructure and fuel companies. David ■ 
Tadmor, director-general of Israel’s anti-trust authority, I 
has been trying to bring an end to Root's and ClaTS Joint 
ownership of Mashav. over the past months. 

Koor said yesterday that Mr Tadmor planned to declare 
the joint ownership a violation of anti-trust reg ulations . 

In a statement released to the Tel Aviv Stock Exchan ge 
yesterday, Koor said it disagreed with Mr Tadmor, but 
planned to end the joint ownership “out of bumness con- | 
siderations”.- Act' M achhs, Jerusalem 

■ INDONESIA 

First-half dip at Sampoeraa 

Shares in Hanjaya Mandala Sampoema, the Indonesian 
cigarette producer.nose-dived last week after It reported a 
dip in first-half net profits. Sampoerna's shares ended at 
Rp5,700 on Friday, down from Rp6325- They had fallen 18 
per cent in three days. 

The Jakarta Stock Exchange index was down 4 per cent 
on Friday, amid fears that the collapse of the rupiah 
revealed cooperate foreign debt to be much higher than 
had been reported. But Sampoema had been expected to 
profit from a depredation of the currency as mu ch of its 
supplies are domestic and the company is trying to boost 
exports. . ■ - 

Sampoema announced net profits of Rpl85-7bn (?51m) 
for the first six months", of 1997, compared with Rpl86.4bn 
a year earlier. Sales were up 43 per cent to Rpl,402bn, but 

the cost of sales increased hy 63 per cent to Rp925.6bn. . 

Sander Thoenes, Jakarta 

■ STRATEGIC DISPOSAL 

TNT to focus on rapid delivery 




Toll Holdings of Australia in order to focus on its core 
rapid delivery services. Tfce sale of the units, which have 
combined sales of ASTOOm.wffl 

posais James Wilson, chM executive of TNT Australia, 
said that KPN had earned out a strategic review and 
decided TNT should focus an four areas: domestic and 
international time-sensitive distribution, mtemafconal 
™afi and value-added logistics. EarKextels y 031 
me ^ itema ab^^toto^OT^^ 
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fly meeting as “a sign that 
the wind Is beginning to 
change direction”. 

Saturday’s meeting lasted 
about three hours, but still 
ended in time for thngp fam- 
ily members who wanted to 
go to Saint-Etienne’s Geof- 
froy Guichard stadium to 
join a 5,000-plus crowd 
watching the city’s once 
powerful but now struggling 
second division football team 
in what may safely be 
described as a grudge match. 

The opponents were Caen, 
from Normandy, the home of 
Promodte, and a team spon- 
sored by Continent, a Pro- 
mod 6s brand. 


The result was more con- 
clusive than the meeting, 
with Saint-Etienne r unnin g 
out 3-0 winners to. record 
their first league victory of 
the season in 13 attempts A 
member of the Casino camp 
yesterday described this as a 
“divine surprise". 

The bid battle is proving a 
bonanza for the French 
press, with both sides taking 
out double-page advertise- 
ments over the weekend in a 
wide range of publications. 

The Promodes promotion 
sought to contrast its “clear, 
immediate and attractive” 
offer with the “complex, dif- 
f erred and uncertain” bid of 


its rival, as well as hi g hli g ht- 
ing thf> “solemn promises” of 
Paui-Louis Halley, Promod6s 
chairman, on maintaining 
and developing jobs in Saint- 
Etienne. 

For Rallye, the Promod6s 
offer would result in “a mas- 
sive debt load” and “redun- 
dancies and restructurings 
in spite of the good inten- 
tions stated” 

Rallye’s “project” would 
lead to accelerated develop- 
ment in France and abroad, 
maintenance of the “very 
strong” corporate culture 
and respect for Casino’s 
civic tradition in the Saint- 
Etienne region. 


BT waits 
for MCPs 
response 

By Alan Cane 

MCI Communications, the 
US target of the largest-ever 
takeover, is expected this 
week to make its initial 
response to the $30bn bid 
from WorldCom, the fast- 
growing telecoms group. 

The MCI board will meet 
in the next few days. British 
Telecommunications which 
holds 20 per cent of MCI and 
was well advanced with 

plans to boy the remainder, 
is refusing to open negotia- 
tions with WorldCom until 
MCI has made its response. 

BT, whose own bid is 
worth some $24bn, is not 
expected to attempt to 
match WarldCom’s offer bat 
to rely on its cash and paper 
approach being of higher 
quality than WorldCom’ s 
all-paper bid. 

But the WorldCom move 
has transformed the out- 
look, with BT and other 
operators looking at alterna- 
tive combinations. 

Potential alternative part- 
ners for BT range from 
AT&T, the largest US opera- 
tor, to regional operators 
such as Bell Atlantic and 
Cable and Wireless of the 
UK, which has a growing US 
and Caribbean presence. 


PepsiCo links 
with Suntory 


By Micttiyo Nakamoto 
in Tokyo 

PepsiCo has forged an 
alliance with Suntory, one of 
Japan's leading drinks com- 
panies, aimed at reinforcing 
its position in a highly com- 
petitive Japanese market, 
dominated by Coca-Cola. 

The two companies expect 
the alliance to boost Sunto- 
ry’s soft-drink sales by 30 per 

rant , while PepsiCo sales are 

forecast to double. 

The deal gives Suntory. 
which is also Japan’s second 
largest soft drinks vendor, 
control over the marketing, 
production and distribution 
of PepsiCo drinks in the Jap- 
anese market from next Jan- 
uary. 

The alliance will increase 
the availability of PepsiCo 
drinks throughout Japan, 
since Suntory has a 10.5 per 
cent share of the Japanese 
vending machine market - 
these machines account for 
more than 40 per cent of 
Japan’s soft drinks sales. 
The number of vending 
machines carrying PepsiCo 
drinks will, therefore, more 
than triple to 360,000. 

The 17 Japanese Coca-Cola 
bottlers have a strong hold 
on the huge soft drinks mar- 


ket, with a 25 per cent mar- 
ket share. Suntory, predomi- 
nantly a whisky brewer, is 
in second place with 11.4 per 
cent while PepsiCo's share is 
much smaller. 

Among the cola makers. 
Coca-Cola has captured a 75 
per cent market share while 
Pepsi’s share has stagnated 
at about 10 per cent, accord- 
ing to Patricia Horvath at 
UBS Securities in Tokyo. 

“They have been trying to 
go it on their own and 
haven't been very successful 
at all," Ms Horvath said. 

In contrast to Coca-Cola, 
which has built up Its own 
distribution network and 
controls everything from 
bottling to distribution, 
Pepsi has been unwilling to 
invest as much in Japan, she 
pointed out. 

The deal will complement 
Suntory's product line-up 
since it does not sell any 
cola products. 

The most popular soft 
drinks Suntory produces are 
oolong tea followed by 
canned coffee. 

Suntory, a privately held 
company, already has an 
alliance with Allied Domecq 
of the UK involving whisky 
but this is its first alliance in 
the soft drinks business. 


(* (• For haute couture 
you go to Paris. 

And for asset 
management ? 77 


T o Geneva, of course. Its Private Bankers have developed 
made-to-measure asset management into an art. Unique 
investment expertise and a global perspective have estab- 
lished their worldwide reputation for capital growth... 
a reputation they have ably defended for 200 years. 





Genevas Private Bankers 
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B0RDIER & Cie 
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DARIER HENTSCH&Cie 
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Enormous efforts have been 
put into analysing the future 
monetary policy of the new 
European Central Bank. But 
this effort may be entirely 
wasted. The following simple 
rule of thumb may well 
prove a far better predictor 
than any number of expen- 
sive economists: unless there 
is a complete failure of mon- 
etary control, euro interest 
rates are likely to be some- 
where between 3 and 4 per 
cent almost all the tima. 

In less than 15 months, in 
other words, most of Europe 
will enter an era of stable, 
highly predictable interest 
rates. It is this predictability 
that provides the hidden 
rationale for the spectacular 
convergence of interest rates 
In recent years and months. 

First, a glance at history. 
As the chart shows, Italy 


(and other countries with an 
inflationary record) have 
had Interest rates with 
higher year-to-year variance 
than those in Germany- As 
the Italian economy has 
been pulled into line with 
the Maastricht criteria for 
Emu membership, the yearly 
swings get less. More stable 
economies have more stable 
interest rates. Even if Emu 
never takes place, as long as 
Italy maintains its current 
policies its interest rates will 
fluctuate iffs? thaw they did- 
But this Is only part of the 
reason for predicting stable 
euro interest rates. Another, 
less noticed, reason lies in 
the nature of the Emu area. 
There will be much greater 
divergence between its con- 
stituent economies than 
between the regions of any 
individual member state. 


The ECB will have to set 
monetary policy to reflect 
the broad development of 
the euro area’s economy, not 
that of any individual coun- 
try. So whereas in a typical 
national economy, interest 
rates can closely track the 
economic circle, in the euro 
area the relationship will be 
much less accurate. This has 
provided ammunition for 
eurosceptics, who worry that 
monetary policy will be a 
less effective tool for manag- 
ing individual national econ- 
omies - just as the monetary 
policy set by the Federal 
Reserve may have only pass- 
ing relevance to economic 
conditions in, say, Texas. 
And European nat- 
ions are much more diver- 
gent in economic structure 
than the states of the US. 

Set aside these arguments 


about the wisdom of Emu. 
and focus instead on its con- 
sequences. The ECB board, 
meeting in its Frankfurt 
tower, will be faced with a 
mixed portfolio of economic 
evidence. Some national 
economies will be growing 
strongly, others in recession. 
Some will be undergoing a 
build-up of inflationary pres- 
sures, others experiencing 
strong downward pressure 
on prices. Overall, these fac- 
tors wQl tend to cancel one 
another out, leading to a 
much more stable interest 
rate. 

Assuming the ECB can 
keep a tight enough hold on 
policy to avoid accelerating 
inflation - at the euroerea 
level, at least - official inter- 
est rates can be expected to 
move in a much narrower 
range, perhaps 3-4 per cent 


Indeed, in the early years 
at least the range is likely to 
be narrower stHL If the ECB 
is worried about the govern- 
ment deficits in the tradi- 
tionally more spendthrift of 
its constituent countries, it 
will be strongly tempted to 
keep interest rates up at the 
top en d of their range, to off- 
set any laxity in fiscal policy 
with monetary stringency. 
This means interest rates 
may well be stuck between 
3 Vi and 4 per cent (Deficit 
pessimists would see this 
range as 4-4'A per cent) 

The ECB will set short- 
term rates, but long-term 
ones are set by the markets. 
So perhaps they will move in 
a wider range? Perhaps - 
but remember that long-term 
rateB are always more 
heavily influenced by 
short-term rates than ratio- 
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nal analysis would suggest 
So they, too, are likely to be 
stuck in a narrow range, 
with the traditional move- 
ments in the yield curve sim- 
ilarly restricted. 

The implications of persis- 
tent interest rate stability 
are profound. For compa- 
nies. the availability of loan 
capital at predictable rales 
will make reliance on 
short-term debt more feasi- 
ble. Individuals will simi- 


larly become attuned to a rate derivatives wm.haroj.tp 
settled rate of interest - pa> settle for a ™nch,.redtggd 


haps loading them to ques- supply of the volatility; 
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rates charged on credit . Over -time, of course; 
cards. Since there will euro area will become i 
almost never be periods of homogenous, and toe 
attractive rates on savings wDl be freed from te si 
accounts, equities win - look jacket. That will ■ y- 
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more attractive. Inside finan- decades, however. Uhgl 
dal institutions, credit ride then, the elaborate analyses 
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will take over from market on -which the new. central^ 
rick as the glamour subject. . bank's policy will be bared. 


ftnd traders in euro interest- will be largely re dundant r ; - 








Cellular 
product sales 
set to lift 
Motorola 


Motorola is set today to 
report second-quarter earn- 
ings per share, excluding a 
one-off charge, of about 51 
cents, up from 34 cents a 
year ago. 

Analysts said robust sales 
of cellular and semiconduc- 
tor products helped offset 
expected weakness in China 
and US paging sales. 

Analysts' estimations 
range from 37 to 67 cents, 
excluding a charge relating 
to its decision to quit the 
Mac-compatible computer 
systems business after fail- 
ing to reach a licensing deal 
with Apple Computer. 


Motorola last month 
warned that the costs of exit- 
ing from the Mac business 
would result in a $95m 
charge against second-quar- 
ter earnings. 

Merrill Lynch analyst 
Michael Ching said he expec- 
ted a strong performance 
from Motorola’s cellular 
business to contribute 
towards a 15 per cent year- 
on-year revenue increase. 

AFX. New York 


■ Moss Bros, the UK men’s 
clothing retailer, is expected 
to announce interim pre-tax 
profits up about 20 per cent 
to £6m ($9.72m) today. How- 
ever. attention is likely to be 
less on the figures for the 
half-year to the end of the 
July than on any statement 
of current trading. In the 
past week, a number of 
retailers have announced 
flat trading in the weeks 
after the death of Diana, 
Princess of Wales, most 


notably Oasis stores. 

■ Thorntons, the chocolate 
maker and retailer, is expec- 
ted to report a return to the 
black tomorrow with profits 
of £ll-2m (318.1m) as the 
benefits of its restructuring 
continue to flow through. 
This compares with a previ- 
ous loss of £l3.8m, reflecting 
the costs of withdrawing 
from European operations. 
In July the group said that 
sales for the 52 weeks to 
June 28 had risen 19 per cent 
to 2109.2m. Own-shop sales 
rose by 30 per cent overall in 
the second half , with like- 
for-like growth of 12.4 per 
cent. 
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year stage in 1996, on sales 
growth of 59 per cent The 
buoyant economy, continued 
Hpmgnri for branded sports-, 
wear anrt strong, sustained 
interest in the popular team 
sports have all played a part 
in raising sales at JJB. 

Analysts are confident the 
favourable conditions will 
continue into 1998, particu- 
larly with the World Cup in 
France due next summer. 
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■ There are high hopes for 
Cobham 's interim results 
tomorrow after the UK aero- 
space group's better-than-ex- 
pected performance last 
year. Merrill Lynch sees 
interim pre-tax profits rising 
from £20.8m ($33. 7m) to 
£24. 5m, earnings per share of 


18.1p (I5.2p) and a 20 per 
cent rise in the dividend to 
4£p. Analysts expect news of 
how Cobham is benefiting 
from the civil aerospace 
recovery, and expect its 
main defence business to be 
as robust as was indicated 
six months ago. 


JJB Sports is due to 


announce its intprim results 
tomorrow and analysts are 
expecting the retailer's fig- 
ures to underscore the 
healthy state of the sports- 
wear and equipment market 
in the UK. 

Dresdner Kleinwort Ben- 
son forecasts a big rise in 
profits to £l3m ($2Llm) up 
from £8.2m at the same half- 


■ Accor, the French hotels 
and travel group, will on 
Tuesday report a first-half 
net pro fit between FFr665m 
(5112m) and FFrl.llbn, com- 
pared with FFrl04m a year 
earlier, according to ana- 
lysts' forecasts. 

The significant improve- 
ment year -on-year in this fig- 
ure was led by a recovery in 
its hotels business, said 
Nigel Reed, an analyst at 
Paribas Capital Markets. 

He is predicting a first-half 
net profit of FFr665m- A 


restructuring provision will ' 
virtually cancel out Accor’s 
gate on the sale of an 11.5 
per cent stake to the UK can- 
teen business Compass; he 
said, adding that a positive 
item of about FFrlOOm 
would result. - . - - 

Mr Reed sees . a sharp 
improvement in pre-tax prof- 
its before exceptional at 
FFrl.09bn compared with 
FFr441m in the first half of 
1996. 


which- booked a /threefold, 
increase last time. ‘ 


■ Frogmore Estates, the 
UKproperty company, is due 
to reveal results for the year 
to -June 30 on Wednesday 
and analysts expect it to pro- 
duce a net asset value of 
475p a share, up from 45$? to 
the same period last Hmp 
The pre-tax line is esti- 
mated to come to at £21.5m: 
($34£m) , and before excep-- 
tionals at £23 An. - Investors 
will be pleased to hear of an; 
advance to the contribution 
from .the housebuilding side. 


■ N Brown Group, the Man- 
chester-based catalogue 
retailer, is./, expected -'to/ 
announ ce continued strong 
profits growth on Wednes- 
day, With I nterim results-' erf 
£18m ($29 .2m) to £19in for 
the year. to August ;3L' The 
rise would be another to, a. 
series of good .results from 7 
Brown which, with a presort 
p/e of 24.7, trades at/a sub- - 
staiitial premium to the 
retail sector; . 


■ House, of Fraser is due to. 
report results for the six 
months to July 31 on Thurs- 
day, and analysts expect it.to 
report reduced prefax losses 
of about £3m ($4i)m) ; down 
from. £i3.6m for the same 
period last time. Investors 
will be anadous to hear -of' 
any increase in likefor-llke 
sales and the performance of 
the Lines own-label range. . 




This announcement appears as a matter of record tndy. 
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US$141,380,630.45 


R$171, 120,000 

Project Financing 


for die rehabilitation and expansion of the 


Rio de Janeiro-Sao Paulo Highway 

(Rodovia Presidente Ducra) 


US$114,500,000 
Project Loan Facility 

Arranged by 

International Finance Corporation 

B Loan Co- Arranged and Underwritten by 

Credit Lyonnais 


Funds Provided by 


International Finance Corporation 

and through IFC participations by 

Credit Lyonnais Banque Narionale de Paris 

Bayerische Vereinsbank AG Berliner Bank AG 

Crddit Commerical de France Comerica Bank 

Dresdner Bank Lateinamerika AG SEOULBANK 

Banque et Caisse d’Epargne de I’Etat, Luxembourg Banque Worms Capital Corporation 


Arranged by 

Credit Lyonnais 


US$26,880,638.45 
Buyer Credit Agreements 

Guaranteed by 

Coface 

Co-Arranged by 

Cr6dit Commercial de France 


Credit Lyonnais 


Funds Provided by 

Credit Commercial de France 


Banque Narionale de Paris 


R$17 1,120,000 
Project Loan 


Funds Provided ,bv 


BANCO NACIONAL DE DESENVOLVIMENTO ECONOMICO E SOCIAL 


August 1997 


Issue for telecoms is the price 


Dominique Straoss-Kahn. 
the French finance minister, 
will today announce the 
issue price far the 20-25 per 
cent stake being sold In 
France Telecom, which has 
completed investor road- 
shows. 

The Italian government, 
meanwhile, gave the green 
light at the weekend to the 
sale of its entire remaining 
stake to Telecom Italia, to 
what is shaping up to be 
Europe's biggest secondary 
offering, with a potential 
value of some $lObn (£6bn). 

A third tranche of Portu- 
gal Telecom is also to be sold 
soon. The issue price is due 
to be struck this week for a 
further 26 per cent of the 
company, whose shares have 
soared in Lisbon ahead of 
the offering. 

The issue facing all three 
governments is how to price 
the offerings. The French 
government and its advisers, 
Paribas and BNP. have set 
an indicative range of 
FFrl70-FFrl9Q a share for 


France Telecom, below the 
grey market price of about 
FFr208 late last week. 

Does this mean investors 
can expect the final issue 
price to be at the top end of 
the range? Fund managers 
say that is likely because the 
range is at a fairly low level 
to take account of scepti- 
cism, especially among 
Anglo-Saxon investors, 
about how far France Tele- 
com will be subject to pri- 
vate sector disciplines once 
it is floated. 

Assuming a price at the 
mid-point of the range, 
France Telecom will be 
floated at about A5 times its 
1997 earnings before depreci- 
ation, interest and tax, the 
favoured method of valuing 
telecommunications groups 
a i min g the wain investment 
banks and stockbrokers. 
This is relatively cheap - its 
peers trade at about 5 times 
EBITDA. On a price to earn- 
ings ratio, the range is 10.5 
to 12 times. 

“The price is very conser- 


vatively set, especially when 
you take into - account 
[France Telecom's] size, a 
favourable regulatory 
regime, and the fact that the 
offering is an IPO," one fund 
manager said. "On the other 
hand, you have to provide 
incentives for people to buy 
it” 

As secondary issues, Tele- 
com Italia and Portugal Tele- 
com are expected to be 
priced higher. Shares in 
Telecom Italia have risen 
sharply in the past year, out- 
performing the Milan stock 
exchange by more than 50 
per cent to relative terms. • 

This reflected botira.Tap- 
idly improving macro- 
economic climate In Italy, 
fuelled by the country's, 
efforts to join the first wave 
of European monetary 
union, and a better outlook 
for Tfaiian telecoms after the 
merger between Stet and this 
domestic wireless bustoess. 

According to severaLana- 
lysts* reports, Telecom Italia : 
is one of the more inexpen- 


sive in Europe- based on 
EBITDA projections, because 
its .potential - growth is : 
higher than that of more 
mature operators such as 
Deutsche Telekom, British 
Telecommunications or 
France Telecom. .• 

This is despite the rapid 
. rise in the Italian company's 
share price. In recent days, 
however, the shares have 
taken a knock from the lat- 
est political crisis. Factoring 
the -political issue Into the 
equation will zurt.be easy, 
especially since a IWI-hlowzi . 
political crisis irould be very 
damaging to investor percep- 
tions of Italy. 

The outlook seems clearest 
of aH for Portugal Telecom, - 
whose shares have also been 
performing well And, unlike 
Italy, Portugal's political 
outlook, and its prospects:for 
Emu, look serene. The Poirtit 
guese government, if - it 
wants to, can probably 
afford to be a little Mt gree- 
dier than. Its French or RaL . 
ian counterparts. : • * • 
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MARKETS: This Week 


W1Q1 both bond and equity 
**ic?s buoyant On Friday, 
stocks and Treasuries scared 

after weaker than expected 
employment figures relieved 
annety that the economy 
was in danger of 
overheating. 

At one point, the Dow 
Jones Industrial Average 
was more than 100 points 
ahead, and the yield on the 
“ncbmark 30-year bond was 
pushed down to 6.16 per 
cent Later in the day. a 
number of factors combined 
to pull the markets back: but 

even so, the Dow ended only 
220 points short of its record 
high, and the closing yield of 
the long bond was its lowest 
since February. 199s, 

*nus week, equity 
Investors’ attention Is likely 
to be on the start of the 
repor ting reason for 
companies’ third-quarter 
results. Several have already 
warned that results will fall 
short of expectations - 
among them, Coca-Cola and 
Gillette, which undermined 
confidence in global 
consumer goods companies 
with their recent profit 
warnings. But companies 
seldom. warn of better than 
expected results, so a few 
pleasant surprises could set 
investors' pulses racing. 

On the economic hunt, it 
is a relatively quiet week for 
data. The most important 
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report is Friday’s publication 
of the September producer 
price index, representing 
inflation at the wholesale 
level. Standard & Poor’s 
MMS research service says 
analysts’ median forecast is 
for an increase of 0.2 per 
cent, due largely to an 
increase in cigarette prices. 
This would represent the 

second month of risin g 
wholesale prices after seven 
months of decline: but with 
the year-on-year comparison 
essentially unchanged, it is 
unlikely to cause alarm 


LONDON By^e^Thorn{^)ri; 


The equity market's 
breathtaking perfo rmanc e 
over the recent past - it rose 
104.5 points, or 2 per cent, 
last week and has now risen 
a massive 482.6 points, or 10 
per cent, since the middle of 
last mouth - has caught 
market-makers on foe hop. 

And. according to equity 
market strategists 
responding to a series of 
apparently authoritative 
reports, there may well be 
more upside for equities and 
gilts in the short, medium 
and long-term if reports of 
the UK joining European 
monetary union sooner 
rather than later are true. 

FTSE 100 forecasts were 
being hoisted by the day and 
some of the more optimistic 
fund managers were ta lkin g 
it up to 5.500 ahead of the 
shift to order-driven trading 
on October 20. 

The Emu story was only 
part of the reasoning behind 
last week's upsurge. The 
possibility of foe 
government dumping 
Advance Corporation Tax 
drew applause from many in 
the market as did the move 
back above 8,000 by foe Dow 
Jones Industrial Average. 

But investors may do well 
to heed warnings emanating 
from some powerful 
investment management 
groups, notably Gartmore, 
foe fourth biggest UK 
pension fund manager. It 
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has raised foe cash element 
in its balanced funds to 17 
per cent, way above the 
industry average, and has 
described foe markets as 
more risky than in 1987. 

Monday's industrial 
production and 
manufacturing data and 
Tuesday's inflation data will 
be taken into account by foe 
Monetary Policy Committee, 
which meets on Thursday. 

On foe corporate front, the 
news list is minimal , only a 
handful of companies are 
due to report 


FRANKFURT By Graham Bowfey 


Speculation is building 
about when the Bundesbank 
will tighten monetary policy. 
The central bank left the 
short-term repo rate 
unchanged last week, but 
the economy is picking up 
speed and analysts think it 
only a matter of time before 
rates will be moved higher. 

The consensus is that the 
Bundesbank will act around 
the turn of the year, in spite 
of foe forecast by one 
investment house that the 
central bank was poised to 
move as early as last week. 

Stefan Schneider, German 
economist at Paribas in 
Frankfurt, thinks it will 
raise the repo rate in foe 
middle of the fourth quarter, 
although keeping it at a 
fixed rather than variable 
rate. Others predict it will 
move foe repo rate in early 
1998. The Bundesbank is due 
to hold its regular 
fortnightly council on 
Thursday, but no change is 
expected on interest rate 
policy. 

The German stock market 
ended floor- trading sharply 
higher at the close of trading 
on Thursday last week. The 
DAX index of foe shares of 
Germany's 30 biggest 
companies closed at 4273.71, 
up 76.73. The markets were 
closed for re-unification day 
on Friday. After a long rally 
throughout this year, 
analysts are beginning to 


Coffee meeting looks for clues on prices 


Delegates at F.O.Licht's 
world coffee conference, 
gathering in London today 
and tomorrow, have much to 
discuss. The conference’s 
timing is particularly oppor- 
tune. Coffee prices rose dra- 
matically during the first 
half of this year, but have 
lost more than .half their 
gains since the peak in June. 

The question oh every- 
one's mind is where prices 
go next Concern over crop 
shortages earlier this year 


was behind the price rises, 
which were exacerbated by 
speculative buying. 

Unwinding speculative 
positions has contributed to 
the price £aH, while forecasts 
for 1996-97 have firmed up 
to over 100m GQkg bags, a 
sharp recovery from the 88m 
achieved In 1995-96 and 
close to world consumption. 

Concern still remains, 
though. For instance, the 
outlook for Indonesian coffee 
production is clouded by foe 


current El Niflo weather pat- 
tern, where unusually high 
sea-temperatures in the 
south Pacific lead to climatic 
changes that reverberate 
around the globe. Drought in 
Indonesia has kept coffee 
traders anxiously scanning 
weather reports for rain. 

Similar concern over 
drought in Brazil has waned 
after recent rains. If signifi- 
cant rain also starts falling 
in Indonesia, the outlook for 
Increasing supply could 


dampen prices, say analysts 
at GNI Research. 

Thus a session this morn- 
ing on the supply and 
demand balance should 
merit particular attention, 
as will a speech tomorrow 
morning on speculation and 
volatility in the coffee 
market, which poses foe 
question of how much 
money the speculative funds 
have made. 

Other papers will address 
coffee and the environment; 


consumption trends in 
Europe, including the cen- 
tral and eastern European 
markets; the problems of 
securing high quality coffee 
supplies; and the growth of 
new coffee shop chains. 

The conference is being 
chaired by Helmut Ahtfeld, 
the managing director of 
F.O. Licht, and the keynote 
address is to be given by Cel- 
sius Lodder. executive direc- 
tor of the International Cof- 
fee Organisation. 
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D-Mark speculation moves to front rank 


As foe chances of an interest 
rate increase in the US seem, 
to vanish, the German. 
D-Mark looks set to move to 
the front rank of interest 
rate speculation. 

Thursday sees an impor- 
tant Bundesbank council 
meeting, at which some ana- 
lysts are anticipating a pol- 
icy shift on Germany’s secu- 
rities repurchase rate - 
which has been fixed at 3 per 
cent for well over a year. 

Analysts at Deutsche Mor- 
gan Grenfell in London say 


that, although there is' no 
domestic need for higher 
interest rates in Germany, 
“we expect the Bundesbank 
to return to ‘normal’ repo 
conditions soon”. 

That would mean a rever- 
sion to variable-rate repo 
tenders, which DMG thinks 
may be announced by foe 
Bundesbank, if not imple- 
mented, as early qs Thurs- 
day's meeting. ; 

Such a move could bid up 
the D-Mark, as banks pre- 
pare for increased repo rates. 


The pound could be a ben- 
efidary, to foe relief of the 
UK manufacturing sector, 
helped along by further spec- 
ulation on the timing and 
success of an announcement 
on European economic and 
monetary union. 

However, questions over 
the direction of UK interest 
rates may overshadow, at 
least for this week, the gov- 
ernment’s policy on Europe. 

Tomorrow sees the publi- 
cation of foe Retail Price 
Index for September and any 


surge in the underlying rate 
of inflation could reinforce 
pressure on the Bank of 
England to raise interest 
rates. 

The Bank's Monetary Pol- 
icy Committee meets on 
Wednesday and Thursday, 
amid City expectations that 
rates will remain at 7 per 
cent. But Bank watchers 
have calculated that there 
will be at least one more rate 
rise, with most expecting it 
to come after November's 
meeting. 


The Japanese yen could be 
buffeted by the US dollar on 
Wednesday, with the publi- 
cation of August balance of 
payments data. 

However, Peter von 
Maydell, analysts at UBS in 
London, says that Japan's 
export growth has been a 
result of stronger economic 
growth in North America, 
rather than because of a 
weak currency. Instead, Mr 
von Maydell said, the yen’s 
value causes import growth 
to fluctuate. 


FT GUIDE TO WORLD CURRENCIES 


The table below gives the hum available rafts of exchange (rounded) agatost tour key curerefeo on Friday. October 3. 1907 . m some cases the raft Is norrtnrt. Market rates are the average of buying and 
aetfng rates accept where they are shown to be otherwise, ki some cases market rates have been calculated from those at foreign currencies to which they are tied. 
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think tha t the stock market 
may be close to its peak. 

The share market was 
given impetus last week 
after foe German 
government agreed plans to 
cut the so-called solidarity 
surcharge - which financed 
transfers to eastern 
Germany - from ~-5 per cent 
to 5.5 per cent 

Veba, the industrial 
conglomerate, is due to 
make its debut in New York 
on Wednesday, when foe 
supervisor? board of RWE is 
also due to meet. 

OTHER MARKETS 


PARIS 

French equities entered new 
high ground last week with 
the leading CAC 40 index 
closing on Friday at 3.094.01. 

The domestic drive came 
mostly from corporate activ- 
ity, both real and imagined, 
with the disputed bid for 
retailer Casino and the $2bn 
contract catering links 
between Sodexho and the 
Marriott group of the US 
keeping takeover specula- 
tion at a high level. 

News of ownership 
changes at Thomson-CSF is 
widely expected, with the 
government said to be poised 
to make a decision on its 58 
per cent shareholding. Foods 
analysts are betting that 
Danone will shortly 
announce a big disposal, pos- 
sibly a grocery business. 
Banks, too, remain on red 
alert, with strong talk of a 
German-led takeover. 

Last week's disappointing 






Markets are still digesting 
last week’s dismal economic 
data and unprecedented 
remarks by Prime Minister 
Ryu taro Hashimoto, who 
admitted on Friday that foe 
state of Japan’s economy 
was “extremely bad." 

The Bank of Japan’s 
quarterly “tanked” survey of 
business sentiment indicated 
that business conditions 
were worse than expected 
and were likely to 
deteriorate further. 

In the equity market, foe 
grim outlook has fuelled 
fears that many companies 
Wifi lower their earnings 

forecasts for foe business 
year to March. In the 
manufa cturing sector, 
concern has been magnified 
by expectations that the 
recent turmoil in Asia 
economies, the leading 
market for Japanese exports, 
will hit exporters. 

One bright note is the 
likelihood that the 
government will take 
economic stimulus 
measures, including the 
reform of property tax to 
boost foe property market 
and corporate tax cuts. But 
analysts expressed doubt 
about how far it could go 
tmd how much markets 
would react. 

The Nikkei 225 average 
rose on Friday for foe first 
time in seven trading days to 
dose at 17,647,45m, up 192.41, 
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but down 2.5 per cent from 
foe previous week, after 
losing more than 900 points 
in the preceding six sessions. 
Analysts expect a technical 
rebound in stocks, but 
predict foe 225 index will 
slide to foe 17,000 level 
before long. 

Japanese government 
bonds, meanwhile, are 
expected to continue their 
record performance, with 
yields on the benchmark 
10-year JGB seen as likely to 
reach new lows in the 
coming week. 






almost 14 per cent in the 
past five weeks, reports on 
Wednesday, with Franco-Bel- 
gian banking group Dexia. 

HONG KONG 

The tATgmmg sector is set to 
dominate in the Hong Kon g 
market this week. World- 
Cam’s US$30bn offer far MCI 
Communications has 
sparked a general re-rating 
of telecoms shares, writes 
Louise Lucas in Hong Kang. 

On Friday Hongkong Tele- 
com, the terr i tory's biggest 
carrier, and other operators 
saw their share prices move 
sharply higher. 

More generally, investors 
are waiting for Wednesday, 
when Tng Chee-hwa, the ter- 
ritory’s leader, will make his 
maiden policy speech. 

On his agenda are ways of 
increasing the supply of 
affordable housing. If he out- 
lines methods that will not 
entail a sharp downturn in 


been dwindling from the 
peaks seen in foe summer, 
but was still healthy at 
around HK$11.22bn on Fri- 
day. Brokers say many 
investors are still sidelined 
and expect trading to remain 
in a relatively narrow range 
this week. 

STOCKHOLM 

Financial power-plays are 
also foe prevailing topic 
in the Nordic bloc, following 
last week's SKrl6.8bn bid 
for Trygg-Hansa from SE- 
Banken. 

Shares in the insurance 
leader closed at SKi248 on 
Friday, compared with the 
SKr244 value of the agreed 
cash bid. Some sector watch- 
ers feel that the SE-Banken 
offer may yet prove only foe 
opening move in an exciting 
game of corporate chess. 

The bid sparked steep 
gains right across the Nordic 
financial sectors, which have 


interims from Lagardgre prices, the stock market 
took some of foe steam out stands to spike upwards, 
of France’s corporate earn- Property will also be in 
ings story, but confidence focus tomorrow, when Sun 
could be restored over the Hung Kai Properties reports 
next few days. Hotels leader annual earnings. 

Accor, which has risen Stock market turnover has 

been in a state of almost con- 
stant excitement this year 
on a wave of bank mergers. 
SE-Banken itself recently 
announced that “talks” with 
state-controlled Nondbanken 
had been abandoned. 

|| CROSS BORDER M&A DEALS 

BIDOBVINVESTDR 

TARGET 

SECTOR 

VALUE 

COMMENT 

Federal-Mogul (US} 

T&N (UK) 

Car parts 

$2 bn 

Talks resume 

Hellenic Bottling 
(Greec^/Modno 
Beverages (Luxb'g) 

Merger 

Bottling 

$1.75bn 

No cash 
exchange 

UPM-Kymmene (Finland) 

Blendin Paper (US) 

Paper 

$650 

Big bott-on 

Pearaon (UK) 

Afl American (IJS) 

TV 

$51 3m 

Baywatch buy 

Maid (UK) 

Knight -Rkider (US) 

Publishing 

*460m 

New online No 1 

Fronttne (Bermuda) 

ICB (Sweden) 

Shipping 

$4 25m 

Further 

revision 

BankBoston (US) 

Deutsche Bank Argentina 
(Argentina) 

Banking 

$2 50m 

Deutsche 

refocus 

NTT (Japan) 

TeTigent (US) 

Telecoms 

$100m 

12.5% stake 

Borders Group (US) 

Books etc (UK) 

Retailing 

$Wm 

Rationalisation 

Bodycote bin (UK) 

HIT (France) 

Coatings 

$88m 

Stepping east 


5th Annual Global Emerging Markets 
Debt & Bond Conference 

IN-DePTH analyses of an expanding asset class 


TUESDAY 28 AND WEDNESDAY 29 OCTOBER 1997 
HOTEL INTERCONTINENTAL, LONDON 
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Budapest set for growth 


Until August 6, the Budapest 
stock exchange was not so 
much a bull as a rampant 
bison. It looked set to ?w»teii 
its record of 1996. when it 
registered the fastest growth 
of any exchange In the 
world. 

The first seven months 
saw a rise of 91 per cent, 
with the BUX Index at the 
end of July standing at 7,880 
compared with 4.134 at the 
start of the year and 1,529 at 
the start of 1996 (January 2 
1991=1,000). 

Then came a sharp correc- 
tion, with the BUX dropping 
15 per cent in the course of a 
few days. The fall reflected 
that of the market in the US, 
with the Dow Jones Indus- 
trial Average failing by 7.8 
per cent in the same period. 
The Budapest exchange 
shadows both New York a nd 
the US dollar/D-mark 
ex c ha n ge rate very closely. 

The steepness of the Hun- 
garian fall in August how- 


ever also reflected a feeling 
that the previous rise had 
been excessively fast and 
was to some extent due not 
to Hungarian strengths but 
to the problems of the 
Czechs and Poles. 

A high proportion of the 
foreign investment funds 
operating in Hungary are 
regional ones, which move 
their money between coun- 
tries in the area. In the short 
term at least, bad news in 
Prague can mean good news 
in Budapest and Bucharest. 
Hungarian p/e ratios also 
look good by central Euro- 
pean standards. 

The Hungarian economy 
also has very real and evi- 
dent fundamental strengths. 
The sta bilisatio n and auster- 
ity programme of 1994-96 
has paid off handsomely, 
with GDP growth for this 
year set for around 33 per 
emit, compared with earlier 
projections of two per cent. 

There is some concern 
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about a relaxation of the 
government's anti-inflation 
strategy in the run-up to the 
elections next May, and 
about a rise in real wages 
leading to a surge in 
imported consumer goods. 
On the whole, however, the 
evidence points to stable 
future growth, and the stock 
market is expected to grow 
with it, albeit probably not 
at the rate of the past 18 

months. 

In the past six weeks, the 
market rallied somewhat 
from its August fell, to close 
at 7,639 on October 2, but 
trading has been quiet com- 
pared with the previous 
period, and Is expected to 
remain so this month. 

The reason is a shortage of 
liquidity, due to investors 
holding cm to their money 
ahead of some extremely 
important share offerings 
later in the year: in OTP 
Bank, the oQ giant MOL. and 
above all the sale in Novem- 
ber of a 25 pea: cent stake in 

Matav, the Wnngnrian tele- 
coms giant, which is expec- 
ted to raise in the region of 
SLlbn. Matav wQl then be 
listed on the exchange. 

Matav's bating is bound to 
have a dramatic effect on 
the Budapest exchange - a 
reminder that for all its suc- 
cess, it is still a relatively 
small one by world stan- 
dards. with $838bn in equity 
value at the end of July. 
Matav will raise the mar- 
ket’s total capitalisation by 
around 30 per cent, and will 
be bigger than the next two 
stocks, oil company Mol and 
pharmanpiiticflls giant Rich- 
ter Gedean, pat together. 

Peter Bozso. senior analyst 


with OTP Securities, thinks 
this could be bad news for 
other stocks: "Matav will 
draw in tymatinnal investor 

attention to Hungary, but it 
could also lead regional 
funds to sell some of their 
existing Hun garian shares to 
buy into the new offering. 
This will especially threaten 
companies whose price 
doesn’t fully match their 
performance.” 

The growth in the market 
is therefore expected to lead 
to investors paying more 
attention to individual com- 
panies’ fundamentals, rather 
than to the state of the mar , 
ket generally. 

Of the 12 companies that 
account for over 90 per cent 
of the exchange’s capitalisa- 
tion, Attila Meresz of ABN 
Amro believes that eight are 
still overvalued, even after 
August’s correction. 

Mr Meresz says that “over 
the past two years in Hun- 
gary, you could put money 
into any of the mafo stocks 
and see it go up. In future, 
investors are going to have 
to think harder". 

Hungarian officials hope 
shares in the new offers 
reserved for domestic inves- 
tors will also increase signif- 
icantly their role in the 
exchange, around 70 per cent 
of whose capital is currently 
owned by foreigners. 

Erika Schalkh&mmer, 
head of the exchange's trad- 
ing department, says that 
the new offerings should 
bring in up to 100.000 new 
Hungarian individual inves- 
tors, “which will mnkt> the 
market safer, less volatile 
and less influenced by news 
from elsewhere”. 

This tendency will be 
increased by the growth of 
Hungary’s investment and 
private pension funds, which 
now collect 25 per cent of 
obligatory pension savingB. 

Ms Sch&lkhammer also 
emphasises the. technical 
progress of the exchange, 
especially in computerisa- 
tion, dematerialisation and 
the forthcoming change to 
allow settlements to be 
drawn up in foreign curren- 
cies. In hex words, “this will 
ensure that we can maintain 
the market even if it contin- 
ues to grow dramatically - 
which is what we expect”. 


US dollar’s 

dominance 

reinforced 



The proportion of Bmgrfrg 
market borrowers in the 
global bond markets has 
continued to grow this year, 
fuelled by the appetite of 
investors for higher returns. 

. These issuers accounted 
for 13 per cent of total bond 
issuance in the first nine 
m onths of 1997, more than 
doubling their 6 per cent 
market share from the wmp 
period in 1996. 

For all of 1996 they 
accounted for 10 per cent of 
the market, according to 
Capital Data, the financial 
information provider. 

Emerging market issues 
reinforced the dollar's domi- 
nance, with the US c urnai r 
ay's share rising from about 
40 per cent a year earlier to 
more than SO per cent. 

“Emerging market borrow- 
ers have a tendency to issue 
in dollars more than any 
other currency,” said one 
trader. “They see it as their 
reserve currency.” 

The volumes were Inflated 
by recent Brady bond 
exchanges from Argentina, 
Venezuela and Panama. 
Each country offered to 
retire several billion dollars 
worth of outstanding Brady 
bonds by issuing eurobonds 
or global bonds instead. 

Demand for the new bonds 
exceeded all expectations. 
When Venezuela, for exam- 
ple, offered to swap $lbn of 
Bradys, it found investors 
willing to exchange more 
than four rimpg that amount. 

“European investors are 
becoming averse to market 
risk and more willing to take 
credit risk,'’ said a syndicate 
official in London. 


“They feel that conver- 
gence plays [between Ger- 
man bunds and bonds of 
countries expected to take 
part in European economic 
and monetary union] have 
run their course and that 
they should start expanding 
their horizons.” 

The search for higher 
yields has also led to a 
len gthening of the average 
maturity of new issues. 
Bonds with maturities of 
less than five years 
accounted for 45 per cent of 
new issues in the first nine 
mo nths of the year, down 
from more than 50 per cent 
last year. 

Sterling, the only Euro- 
pean currency, apart from 
the Greek drachma, that has 
not seen a convergence rally, 
saw increasing demand as a 
result. It overtook the 
French franc and the yen to 
become the third most active 
currency, its market share 
rising from 7 per cent to 10 
per cent of total issuance. In 
1995, its share stood at just 5 
per cent 

Analysts attributed ster- 
ling’s popularity among 
investors to its being the 
“highest yielding market of 
the developed world”. 

At 8558-3bn, global issu- 
ance in the first nine rnrmfhg 
of 1997 surpassed last year's 
record by 18 per cent 

“This year is set to become 
a new historic high in terms 
of issuance," said an analyst 
at Deutsche Morgan Gren- 
flflL He also predicted that 
issuance could be up to 25 
per cent hl ghar than last 
year, which saw more than 
$600bn of supply. 



“The fourth quarter could 
be the most active yet, 
because a lot of large bench- 
mark transactions have been 
postponed this summer as 
market conditions were not 
ideal.” he said. 

Analysts pointed out that 
small issues targeting spe- 
cific types of investors were 
more successful than large 
ben chm ark transactions, 
which often took more time 
to place .with final buyers 
and then often underper- 
formed in the secondary 

market 

Issuers from the private 
sector continued to gain 
market share to the detri- 
ment of public . institutions. 
They accounted for 62 per 
cent of issuance, up from 60 
per cent last year and 54 per 
cent in 1995, as governments, 
led by EU members,. contin- 
ued to adopt austerity mea- 
sures in order to reduce 
their deficits to qualify for 
monetary union. 


The analyst at Deutsche 
said increased borrowing by 
the private sector was symp- 
tomatic of “angering shallow 
economic growth”, during 
which companies . borrow to 
fhymnfr thfrtr expansion- : 

Merrill Lynch retained fits 
- lead among book-runners, 
arranging 7.5 per-cent : of 
total issuance in the. first 

niw months. 

J.P. Morgan, meanwhile, 
fined part of the gap by over- 
taking G oldman Sachs, SBC 
Warburg and Morgan Stan- 
ley to capture the second 
position,, its market share 
rising from less than 5 per 
cent in the first nine months 
of 1996 fo:635 per cent ; 

Deutsche Morgan Grenfell 
also rose In.. the rankings, 
from eighth to fifth, while 
Morgan Stanley fell from 
third to eighth. - A 
: Salomon - "Brothers - re- 
entered the top 10, while 
UBS,' ninth last year, 
dropped to 11th. 
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OassAI Notes 
Mortgage Backed 
Heating Rate Notes 
■ due 2031 

Notice b hereby ghnsr that 
there will be « principal 
rapaymant of £5,080 par 
£100300 Not* pursuant to 
a loses (5b) of the Not** 
on the interest payment 
data 10th October 1997. 
The prindpal amount out- 
standnp on 11th October 
1997 will therefo r e be 
£17,056 per Note. 
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turn of lntareac has bear fixed 
at 0.78125 per aent. por ' 
wntnim and that Bu fc m a mw - 
psyahle oa tha relstfn -• 

Payment date beh^ 5th 

Amwty 1996 will be ¥197.483 
per ¥100,000300 Kobe. 


NOTICE TO HOLDERS OF 
Proviitteaf 
Mendoza 
US$150,000,000 
10 % CoOatenlsed OR 
Royalty Notes Due 2002 
(Tkc“Notes^)^ 

NOTICE .IS HEREBY 
GKveN that, in accordance wilt. 
Section 5.07(a)- of the : TruK 
Agreement (“Contrato. de 
Cetidd, Hdadatii) dried in of- 
Anguat 2, 1996 (ihe ^Agsee- 
meaO, The Bank of New Yo*. 
SJi. C'BONYS A”) hereby. 
signs as kt&otint. Imstee for 
Ibe Notes pffcc ti Tcnpon the w> 
ceponce of the appoinlma by 
a successor Ar^cmiae T^atec 
aod the nansfer of ceadn ri ghts 
(royalties) to each Trustee. 

. FLEASETARE FDKIHER 
NOTICE dwt, parinant to-Seo- 
dab 5.07(c) of fin Agmaaad, 
die Province rf Mendpza, with 
the appro vri efNote h okfc n g ^ 
rasertiqg at least 50% of d» ag- 
gregate amomu of Notes 
atandfogr is to select the sncces- 
sor Aqparine Tmstoe.- hi tbe 
event a. successor Afg&'tine' 
Tnatcr is aot.appoinBid within, 
sixty (60) calendar days of the 
date at prtBcaiioa of iiua No- 
tice, BONYSA Tsantborited, 
ptnsBBii^o .•Section. 5JT7(fcal 
ibe Agreement, topeotkiaa court 
of cotapetoa jntinfictian to ap- 
point a. socoessor' Argentine 
•finstee. ■ 

Bosom Aires.' Argentina JT" 
October 6 l 1997 - - , 


■a Agent 
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CURRENCIES AND MONEY 


POUND SPOT 


Eton* 

Austria 

Belgium 

Denmark 

Rrtand 

France 

Germany 

Greece 

Maid 

My 

Luxembourg 

Netherlands 

Norway 

Portugal 


Swedai 
Swtesrtand 
UK - 
Ecu 
SDRt 

Americas 

Argentina 

Brazil 


J££" ChBn fl“ ***** 

_ nUd-po bd on day aomed 

£*$ 195341 -0.1039 838 - 045 
WFi) 58JQ8 -0277 941 - 034 
P*> 108153 -05548 Sa-S 

£JS 8,0203 -o-raw 13 s - 2 bb 

FR} 95476 -Q5471 436 - 516 
PMJ 25411 -05147 398 - 424 
Prj 443500 41fi . Qfr 

?} +£2?!* *«»«<» -MB 
W saw -1757 087-511 
•£» 56.6438 -0577 941 - 934 

imm "°- 017 »B3 * 019 

W 115406 -0.1287 329 - 480 

■H *“£« - 1 - 561 » • 821 

P&J 239338 -1545 840 - 037 
PKl) 12.1369 -00715 2B1 - 437 
m 25395 -00055 380-410 
W 

’ t.4488 -05068 485 - 511 
- 1.1B34Q2 


5 C’JN 


One 1 

Wgh low RbIo 


DOLLAR SPOT FORWARD AGA'iMST THE- DOLLAR 


lorth Three months One year Base of 
MPA Rato ttPA Bate KPAEng. Mat 


Closing Change Bldfafler Day's arid One moral) Three montha One year JP Morgan 
mM-poira on day aprejd hgh low Rate %PA Rato MPA Rate MPA Index 


195397 35 19527 

585638 3.7 585938 
10.7838 15 10.7198 
*495 35 34425 

95146 4.1 9.4576 

25317 35 25127 

460443 -45 453.067 
1.1091 OS 1.1077 
2783.12 05 278303 

58.4638 17 5B.D936 
11899 35 1189 

11508 3 A 11547 

288587 05 281757 


35 195215 35 
35 585438 35 
35 104283 35 

17 85298 34 

18 9.1621 18 
45 2.7256 4.1 


Europe 
1025 Austria 
1025 Belgium 


(Sch) 124033 -0.0324 006 - 058 125180 125970 125793 25 125303 

( 8 F 1 ) 365795 -0578 600 - 980 36.7100 365540 365045 2 S 36.153 

(DIO) 6.7093 -0.0166 080 - 105 17723 17067 65976 2.1 6.6733 

fM) 12855 -0511 830 - 880 55404 55824 5574 2.6 55504 

(FFi) 55229 -05139 222 - 235 55772 19214 59114 25 18876 


1.4620 14479 14465 


-40 

453.067 

-30 

481435 

-20 

65.3 

Greece* 

Pr) 

278525 

-0795 260 - 390 

05 

1.1077 

0.7 

wm 

1.1 

965 

Ireland 

(IQ 

1+4520 

-0.0021 517 - 540 

OO 

278309 

QO 

2780+49 

0.1 

760 

Italy 

(L) 

172645 

-65 570 - 720 

3.7 

58.0936 

30 

565438 

30 

1025 

Luxemboug 

0 -R) 

365795 

-0.078 600 - 990 

30 

$189 

30 

3073 

40 

101.7 

Netherlands 

FD 

1.8852 

-OOOSJ 847 - 857 

34 

11547 

95 

10078 

30 

100.7 

Norway 

(NKr) 

7+0350 

-00616 325 - 375 

05 

206.75"/ 

05 

284569 

15 

925 

Portugal 

(Es) 

179555 

-0505 500 - 610 

15 

23B073 

15 

234503 

25 

775 

Spain 

pa) 

148045 

-045 830 - 860 

ZJ 

120403 

25 

11.7934 

25 

075 

Sweden 

(SKr) 

75285 

-$0249 360 - 310 

55 

2506 

5.7 

25058 

$7 

1065 

SuHtUrtend 

tSFr) 

1.4513 

+$0003 506 - SIB 

" 


- 

- 

- 

100.1 

UK 

(Q 

15120 

-05042 ITS - 125 

2.7 

1+4303 

20 

1+4053 

3.1 

- 

Ecu 


1.1119 

+0. 0021 112 - 125 


S3** ^ 1 - 8110 -°-a»3 105 ■ 115 

SSe, W ’-7675 -05051 687 - 683 

“ 111 - 0^2 100-122 
Jtodeo . PtewPeso) 124879 -0024 B58 - 098 

- MM2 1,5 ' * 


1-S164 15092 
1.7712 1.7537 
25199 2.1B71 25043 

125163 12.4052 
15158 15995 1.B0G9 


Alalia (ft® 25133 -4X0044 118 - 147 

fT ? Kon0 M®) 124737 -10313 600 - 783 

™ £3 5 ^ 3061 -0-1097 799 - 322 

(SM) 55444 -00131 372 - 515 
;»l»n (Y) 197583 *1521 958 - 209 

(MS) 14204 *4X0483 146 - 281 
New Ze aland (NZS) 25151 +0.0038 133 . iga 
IT *?** 8 Fmo) 565386 +1527 608 - 181 

” KgAraa fa fSRi 85461 -05155 441 - 460 

»Wre (SS) 14857 +05105 833-88 1 

south Africa (TO 75273 -05064 225-320 

SrerthVAMii - -■ « _ ~~ 


Sauci Arabia 

ShWOT 

South Africa 


South Korea (Man) 147357 -3.79 969-705 

Taj*®* fTSJ 46.1056 -0.1187 903 - 207 

roafaid . P9 .585768 *05913 780 - 756 

t far Oct 2 . BUM* ipmed. in me Pound Spot u* * 
« MM by amt I romnta aWwncd Sw 
UU+ates bi bam thta end to DM Skiei nfcte daM tun 
The exchange him printed In Otis taUa are ate anUUm on the 


82190 2.1977 2JZ0B8 
1ZS023 12S7E1 114727 
68j4110 575420 585013 
16521 16350 
197550 185530 106563 
14594 55874 14246 
25175 24965 25183 

665422 555067 514993 
65602 19992 65426 
2+4895 24658 14611 
75380 747B1 7588 

147161 148114 
411908 418081 485891 
165110 57.1030 595134 
«*• on* me tat Me dura ptas 
by me Bank of Engtami Bw» m 
THE WMfflEUTBB CLOSNO SP 
Memei at httpE/ZmaTuMM 


3.7 

2.1908 

$7 

$1397 

35 

655 

15 

1505B 

15 

15884 

15 

1055 

25 

25012 

22 

$1643 

22 

925 

0.1 

124662 

02 

124112 

05 

. 

-45 

585019 

—4.1 

605816 

-35 

- 

$2 

194538 

62 

185.053 

$1 

1255 

-05 

54328 

-09 

5.4513 

-05 

. 

-15 

25221 

- 1.1 

25227 

-05 

1063 

-34 

56.7488 

-25 

575058 

-25 

. 

0.7 

85342 

05 

65077 

05 

. 

32 

2471 

24 

2.4228 

25 

. 

-8.7 

7.70GB 

-+95 

$1429 

_n p 






~ 04 . 


0+4 

465493 

0-5 

455516 

05 

I 

-69 

59475 

-64 

605062 

-11 

. 


SORT 

Amaricae 

Argentina 

Bred 

Canada 


2.4 12.1063 

25 314595 
2.1 15669 
27 11565 

24 177B7 

25 1.71 £9 
-15 258525 

05 14516 

-1.1 1784 55 
25 314595 
25 15347 

2 A 18804 
02 178595 
OS 147.45 
15 7.4261 
e.a 1 3898 

1.5 1S684 

-1.7 1.1321 


2A 1022 

25 1022 
2.1 103S 
2.4 805 
2.4 104.7 

26 102S 
-28 645 

ai 

-OS 75.7 
25 1025 
25 IPV4 
22 99.4 
0.7 925 
05 76? 
U 816 

42 1014 

IS 100S 
-15 


{Peso) 0.9994 -05007 994 -994 05994 05»d 

PS| 15865 -05003 983-986 15388 15962 

|CS) 15717 -05038 714 -719 15760 1J693 15685 2S 15626 


Mexico (NewPes^ 7.7530 *0505 480 - 500 7.7590 7.7470 7 0615 -165 80725 

USA IS)--- 

Pacific/Mkfcfia East/ Africa 

Australia (AS) 15730 +0 0008 725 • 734 15740 15723 15724 OS 1.3706 


25 1542? 2.1 813 

-16S 8583 -159 

- 106.1 


13740 

15723 

15724 

05 

1.3706 

o.r 

15622 

05 

917 

7.7390 

7.7363 

7.7386 

-01 

7 7394 

-0.1 

7.741? 

0.0 

- 

36.1700 

361630 

363075 

—15 

365925 

- 4.7 

3750S 

-15 

- 

3 5078 

3 4970 

- 

- 



. 

- 

- 

122400 

121520 

121.745 

5.1 

120.745 

55 

116445 

43 1372 

33825 

35330 

$387 

-1.6 

3376 

- 1.6 

3 406 

-13 


1. 569+1 

1.5576 

1561 

-0.6 

1.5634 

-OS 

15735 

-03 


35.6000 

34.6000 

. 

- 

. 


- 

- 


$7509 

3 7504 

3.7514 

-02 

3.7524 

-02 

$7571 

-02 


15440 

4.E800 

CD O 

r *7 

1.5403 

4.71 

1.4 

-10J 

1.5366 

4.7395 

1 4 
-105 

1517 

5.093 

1.6 

-9.0 



Fanert isua are nor tfcncMy C*m(ad a tfw mU but 

S 1WJ - 100. lav rabaaaa 1/2/95. Bd. Ofcc and 
TE5 Some Mdure in raunded by me F.T. 


Saud Arabia (SR) 3.7507 - 506 - 507 3.7509 3 7504 3.7514 -02 3.7524 

Singapore (S3) 15420 +00105 410 - 430 15440 15318 1.5403 1.4 1.6365 

South Africa (R) 4.B695 *0.008 680 - 710 4.6800 4 6610 4.71 -10 4 4.7396 - 

South Korea (Won) 914000 - 000 -000 917000 911000 

Taiwan (TS) 280015 - 010 - QM 285030 28.6000 £8.8125 -05 28.6215 

Thailand (Bt) 36+4000 +0 15 500 - 500 36.4600 355000 36545 -14.7 3755 - 

T SDR rare per 3 tar Oct 2. BkVOfler spromta in the Dote Spa) table shew arty me las: ttm» decimal pecee. 
quoad » the nurtat but ore Implied by one* Interest rates. UK. ireiend i, ECU oie quoad n US ounency. J P. 
Baao aungn 1890a 100. 

The exchange rates ported m Dua table ore rtso wslaMe or the memei at Wfc//WwwiT«eni 


-0.3 21714 -0 4 - 

-125 38.76 -65 • 

Poruoid rases are not mrecuy 
Morgan nominal Indces C*ci - 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

° cta BBrPKrBErDME L HHKrE 

1 “ 18 * 44 1B ^8 4546 1.892 47+18 5467 1054 49 

Dentrork (DKr) 54^2 ID &82S ^627 1.028 2573 2559 10.40 26 

France (FFr) 8142 1153 10 2^7B 1.162 2915 1352 1158 30 

Getmany ' (DM) 20.84 3507 3561 1 0591 9795 1.126 3591 10 

Ireland (IE) 5256 1748 8.605 2581 1 2508 2584 1052 26 

ttaN . 0) . 2.107 0589 0543 0.102 0540 100 0.115 0.407 10 

Nothoriands <R) 1853 3.380 2534 0.883 0547 083.7 1 am go 

Norway (MO) 51.7 1 9-537 3419 £505 0578 2414 2.822 10 25 

Portugal CEe) 2056 3.737 1299 0582 0583 9615 1.108 1918 11 

Spain - (Pta) 2444 4508 1979 1.184 0.462 1160 1534 4.72$ 12 

Sweden (SKr) 4852 8512 7587 2541 0514 rma 2.637 9545 23 

Switzerland (SFr) 2557 4523 4.081 1514 0474 1190 1588 4.847 12 

UK (E) 5164 1052 9548 2541 1.110 2783 1200 1154 2B 

Canada (CS) 2852 4591 451 B 1585 0502 1269 1.447 1129 11 

USA (S) 3858 1700 5523 1.7B3 0588 1728 1.985 7.035 17 

Japan (Y) 29.76 5488 4545 1442 0563 1412 1524 1754 141 

Ecu 40.45 7.480 6588 1560 1765 1920 2507 7522 IP 

ttanMi Kroner, French Banc. Noneegtei Anr. end Ewed* Krimor per 1ft Be»|^i Frans. Yen. bub. Ua m 1 1 
■ P-MABK FUTOHCS QMM) DM 125500 per DM 



Open 

S«dt price 

Change 

High 

Low 

EsLvci 

Open M. 

Dec 

056B7 

05712 

+05046 

05724 

05647 

15509 

56542 

Mar 

□5741 

05743 

+0.0046 

a 5750 

05685 

5 

2552 

JlXI 

- 

05772 

+05046 

05770 

-. 

105 

2516 


■ PHBJUHEIPMU «E t/» OPHOMS £31550 (cents per pound) 


■ CTBS WUUIC Hmimg QMM) SFr 125500 per SFr 

Dec 0.6905 05958 +05035 05973 05807 7.109 31078 

Mar 05075 0.7D27 +05035 0.7037 05075 41 1506 

Jun - 0.7094 *0.0035 - - 4 263 


2552 Strike CALLS - 

2516 Price Oct Nov 

1500 152 2.69 

1510 1.11 2.16 

1520 059 158 

PieMOue (toy's «oL Cate 1 483 PuteZtB. 

263 ' 


POTS 

Dec Oct Nov Dec 

111 054 157 157 

2.57 053 1.80 242 

2.15 152 2.33 2.92 

ev. dey'e open ML, Cute 21371 Pub 81221 


■ JAPANESE YEN RJTWIBS 0MM) Yen 125m | 



Open 

Sett price 

Change 

High 

LX3W 

Dec 

05304 

05273 

-05027 

05312 

05245 

Mar 

05372 

05383 

-05027 

0.6400 

05380 

Jun 


0.8495 

-0.0027 

- 

- 

■ STERUMO FUTURES 0MM) JB2500 per E 


Dec 

1.8112 

15114 

*05006 

15130 

15040 

Ms 

'15870 

15046 

*05002 

1.8070 

15879 

Jun 

- 

15088 

+0.0004 

15000 

15830 


Yen 100 

Low Eatvol Open bit ■ HBiBBAW SB P-MARK/y OPTIOItt DM62,500 (3 per DM) 


straw 

Price 

Oct 

— CALLS - 
NOV 

Dec 

Oct 

— PUTS ~ 
Nov 

Dec 

0560 

150 

1.41 

158 

0.10 

0.41 

056 

0565 

052 

„ 150 

1.38 

051 

057 

0.75 

0570 

0.34 

051 

1.10 

$41 

$79 

097 


Provkaa dey-e voL. Cate 731 Puts 3468. Prev. etoyla open hit. Cate 11 JBePute 35.1 55 




LONDON MONEY RATES 

Oct 3 Over- 7 days One 

night notice moral 


7 days One Three Six One 

notice month months months year 


Werhank Swing 7 Jb - 7 7& - 7,i 7^ - 7, l « 7^ - 7>< 7% - 7 h 7*8 
Sterling CDs - - 7ft - 7 7U, - 7ft 7ft - 7# 

Treasuy Bits - - 6jJ - 7 - 6{S 

Bank Bfls - - 7 - 6* 7ft - 6i; 7£ - 7ft 

Local amhoniy deps. 6^ - 7-6^ 7ft - 7 7ft - 7l; 7ft • 7,> 7jJ 

Discount Market deps BS - 6H 7 - 6"% 


UK dearlng bank base lendng rale 7 per cent from Aug 7. 1997 

Up to 1 1-3 3-8 $9 9-12 

month month months months months 

Certs of Tax tfep. Id 03,000) 2>2 5>2 5 5 4% 

Certs of Tar dip, under £100.000 e 2 ] jpc. Depose wiUdowi tor cash 1 >*pc. 

Am. tender mm of dacaura on Oct 3 64969pc. ECGD fixed rate Sitg. Expon Finance. Make 
up day Sep 1ft 1907 Agreed rate tor period Oct 26. 1997 to Nov 25. 1997. Scheme U (L54pc. 
rW enwo e rale (or period Aug 30. 1987 to Sep 30. 1997. Schemes W & V 7^9Cpc- Rnorai 
House Base Rate /^pc (ram Oct 1 . 1987 

BANK OF ENGLAND TREASURY BILL TENDER 

0a 3 Sep 26 Oct 3 Sep 26 


Bfc on oflor 
Total of apdicaiiiim 
Total aflocaud 
Mta. accepted Bid 
AiUmentai moi. level 


COOm E200m 
E595m £93 5m 

£ 200 m £ 200 ni 

E912GS £91280 
25% 25% 


Top accepted rate 
An. ids of dtacaim 
Average refd 
□Iter at next tender 
Km. aaxgL Ud 2Bdays 


6.9591% 68989% 
69460% 64969% 
7.0673% 70176% 
FlOOm £100m 


■ Pound la New York 


Oct a 

--Close — 

- Pm. dose 

£spts 

15160 

15165 

1 tnth 

15139 

1.6144 

3 att 

1.6098 

1.6104 

IV 

15923 

15928 


FT GUIDE to WORLD CURRENCIES 

The FT Guide to World Currencies 
table can be found on the Markets 
page in today's ecttJon. 


Lamb. 

inter. 

Dbl 

rats 

R^» 

rare 

$00 

250 

_ 

$00 

250 

- 

3.10 

- 

4.75 

3.10 


4.75 

450 

250 

350 

450 

250 

350 

- 

- 

$75 

- 

- 

$75 

7.75 

$25 

$02 

7.75 

$25 

$02 

_ 

250 

“inn 

- 

250 

350 


WORLD INTEREST RATES 


MONEY RATES 

October 3 Ow 


Belgium 3% 3£ 3E 3g 32 $00 2JS0 

wet* ago 35 30 33 3» 33 650 240 

Fiance 3ft 3'4 3% 3£ 3g 3.10 - 4.75 

week pap 3% 3% 3J{ 3 % ^ 3.10 - 4.75 

Germany Si 3ft 3M, 33 4£Q 250 100 

week ago 3i 3ft 3ft 3£ 3£4i0 250 350 

Inland 6% Bj G% 5g 5fl - - 175 

week ago «K H 6ft 5(3 5« - - $75 

Italy $S BA 63 6ft Sfi 7.75 655 $02 

week aff> 6% 6fi 6ft 64 5^ 7.75 123 652 

Metharbmda 3ft 3% 3% 3S - 250 350 

week ago 3ft 3’A 3% 3J 35 - 250 350 

SwMzartond 1% Hi 1JJ 1J ig - 1.00 

week ago 1% 1% 1JS 1£ 1J0 

US 5?5£5£S*5ij - 550 

week ago 5» S£ ^ s* 5g - 550 

Japan 3SSWW-050 - 

week ago u 5 % 5 ft 050 - 

N S LIBOfl FT London 

Interbank FWng - 5HW5S^ 

week ago - S'* Si} 55 6 

US Dote CD* - 544 $49 554 $67 

neefc ago -544 14B 557 172 

ECU Linked Da 4ft 4ft 43 4j 

vwok ago - 4 i 4% 4jj 4ft 

SDR United Da 3ft 3JJ 3* 3ft 

week aeo - 3i 3J » 31 

$ liBOR Intertank firing rates am oAemd rates tor 510m quoted to the market by tour 
retenwg o bates is Item each wotfcng day. The banks aec Elantaas Tiusj. Bank of Toiqo 
UbctoUhL Badw end Nancnel Wesu n nuta . 

Mri ransae tern ter die donate Moray Ratos. USS CDs. ECU & SDR Liteod Dappao JJd. 

EURO CURRENCY INTEREST RATES 

Oct 3 Short 7 days One Three Six One 

term notice month months months year 

Belgian Fran; 3fe - 3,1 3Ji - 3JS 3*8 - 3tf 3^-31? 3S - 3« 3^-3% 

Danish Krone 3« - 3*i 3il - W 3» - 3ft 3li - 3JJ 3}J - - 4* 

German Mate 3^-3 3i - 3 3'* - 3$ 3fi - 3^ 3ft - 3tf 3*| - 3g 

Dutch GiAtor 3>ft-3la 3/j - 3* 3A - 3ft 3Q - 3il 3^ - 3^ ® 

French Franc Vi ■ 3ft 3ft - 3ft 3ft - 3ft 3JJ - 3ft 3>a - 3JJ 3IJ - 3ft 

Portuguese Esc. 5J3 - 5% 5if - 5, 7 * SjJ - 5ji 5,1 - 5ft 5 - 4ji 4j{ - 4% 
Sparwh Peseta 5ft - 5ft 5ft - 5ft 5^ - 5£, 5ft - 5 ft 5ft - 4& 4^ - 4|5 

Sterfng 7ft - 7ft 7ft -7ft 7ft - 7ft 7li - 7ft 73 - 7ft 7H - 7jJ 

Swiss Franc 1 J 2 - 1 1^ - IV 1% - Hr IB - Hi 1ft - 1ft ift - ift 

Canadian Oodar 3% - 3ft 3ft - 3ft 3JJ - 3JJ - 3JJ - 3H 4^,-4% 

US Dollar 5(J - 5ii S£ - S& 5ji - 5U 5ft - 5% 5* - 5ji 5}? - 

Italian Lira 7& - G& 6» - « 65-6% 631 • 6ft 6^ - 6ft 9B-SB 

Japanese Yen U - « >2-1 1 £-5 >2 - H ft - 5 ft- ft 

Astm SStng lU - 2J2 - 2fi 3l 2 - 33 b Hi - 3*i 3i2 - 3iZ 4la - 4 

Ghon torn, rates ere coll tar me US Dollar and Yen. ottwra: two days' nonce: 


Belgian Franc 
Danish Krone 
German Mate 
Dutch G under 
French Franc 
Portuguese Esc. 
Sparesh Peseta 
Storing 
Swss Franc 
Canadian DoUar 
US Dollar 
Italian Lira 
Japanese Yen 
Asian SSmg 
Ebon term rates 1 


3^ -3ft 
311-35 
3*8 - 3 
3ft -31a 
3*4 -3ft 
5ti-5% 
5ft - 5ft 
7ft - 7ft 
ll 2 - 1 
35a - 3ft 
5B-511 
7U-613, 

u-» 

iV-Ue 

ie cod tar 01 


3« - 3 a 
311-315 
3ft - 3 
3ft-3ft 
3ft - 3ft 

si! - 5ft 

5ft -5ft 
7ft - 7ft 
1% - I 1 * 
3ft ■ 3ft 
5£-5£ 

eft - as 
>2-1! 
312 - 2ft 

t US Dote 


3=8-31? 3B-3H 
3ft -31? 3ft-4! 
3ft - 3^ 3ft -3ft 
3ft -3ft 3ft -3ft 
3ft -3ft 3>2-3ft 
5ft - 5ft 5 - 4ft 
5ft -5A 5ft -4ft 
7ft -7ft 7ft - 7ft 
ift - 113 iJi - ift 
3ft -3ft 3»-3ft 
5,1-5% 54,-511 
6ft -6ft 63a -6ft 
>2 ' ft ft - ft 
312 -3ft 3ft-3jZ 

mtc two days' note*: 


One 

year 

3i3-3% 
4ft - 4ft 
3ft-3ft 
SJ-® 
312 - 3,1 

4i?-4% 
43 b- 4ft 
7ft -7ft 
1» - Hi 
4f, - 4 *b 
sS-sft 
55-5,1 

ft - ft 

4*a - 4 


■ THREE MOMTH EURODOLLAR (1MM) Sim points of 100% 



Open 

Sett price 

Change 

High 

Low 

Esl vol 

Open bit 

Jun 

92.95 

93.77 

-0.39 

93.91 

93.73 

46.913 

317.128 

Dec 

9421 

9423 

+0.01 

9426 

9420 

72.B46 

585,131 

Mar 

94.17 

9420 

- 

9425 

94.15 

80,124 

42&2S2 

■ US TREASURY HLL FUTURES (IMM) Sim par 10096 



Dec 

95.05 

95.06 

*0.03 

95.09 

95.05 

507 

5J297 

Mar 

95.05 

95,08 

+0.04 

95.12 

95.05 

528 

3.865 


I Open Irtawt figs, are lor prevnui day 


BASE LENDING RATES 


Adam & Company 7.00 
Alied Irish Bark (GB) 7.00 
•Henry Ansbadw 7JJ0 
Banco Blbao Vbcaya 7.00 
Barkol Cyprus 7.00 
Bank of Mend 7.00 
BanfcoMnda $75 

Bank o( Scotland 7J» 
BarcfayaBor* 7.00 
BolBkotUdEast 7U0 
•BKwnSMptoy SCoLl! 7.00 
COibank NA 7.00 

Cfydesdafe Bank 7JX3 
The Co-operadve Bank? J30 
Couns&Co 7.00 

Cyprus Pt^xiarBank 700 
Duncan Lawtle 700 


Exatar Trust Lknltad 0.00 
Francal a Gen Bank 8.00 
•Robert Flaming a Co7O0 
•Gtdrmesa Mahon 700 
Hobto Bank AO Zurich 700 
•ll a mbr aa Bank 6700 
Hertabta a Gen lnvBk.7.00 
C. Hoare&CO 700 
Hongkong $ Shanghai 700 
trwestoc Bank (UK) Lid 700 
Julan Hodge Bank 7.00 
•Uopod Jonffi 4 Sore 700 
Uoyds Bo* 7.00 

kGdand Bank 700 
NatWeBiminGiBr 7.00 
•Raa Brothers 700 
Royal Bk of Scotland 7.00 
Scottish Widows Bank 700 


•SingerS Friadander 700 
•Smith & woman SecsTOO 
Sun Banking Ctxp Lid 700 
TSB 700 

United Baik of KuwaL 700 
Unity Tittat Bank Pic 700 
Whrteaway LakAw 700 
YorfoNraBank 700 

• Mambara of London 
Ira/estment Banktog 
Associaton 
* bi adtrUn to t ral l o n 


‘ • ;■ • re. 
:■ J®' 

. "x** - 


OTHER STATISTICS 


*r>-- 

^ .2 •- 

■«* -- 

»- 


FI5E 100 
F?a 250 
Fra 250 ex rr 
FTSE 350 
FrasaaHtap 
FISESwdCv 
FTSE Af-Stare 


INDICES 

-1907 - Store coop. 
0t3 3 00 2 Octl Sop 26 Sep 25 Htf Low Ugh 1* 


53300 5296.1 5317.1 52442 52203 53308 4(B$6 G33BO 9680 FTSE Hedging 

48830 48810 48384 48280 4816.1 48810 43880 48810 13784 FTffi Etnback 100 

4895.6 48730 48485 48440 48300 «73fl 43807 48718 13713 FI8E Bntaack 200 

25550 25380 25450 251BO 25050 15450 20170 25458 6645 FT X 

23B0L76 23487423(351 233408232455237428 217129237420 138179 FT Govt Sasuns 
KIT 233605 232549 231 8J5 231 202 2301 07 138288 21 3902 238206 136379 FT Ftarf hteret 
2482.41 247729 248209 245502 244450 248239 1B89J8 20209 8102 FISE (Ud Wks 


— 1887 - Store 

Oa 3 Oct 2 Oct 1 Sep 26 Sep 25 wgh Low Htf, 


130103 128707 1293.42 128744 1232.82 134802 122148 134602 
27B108 Z7B1JB 27UL1B 270695 258807 Z7BU0 188300 Z7B45D 
277504 277348 274703 272806 271047 278507 1947.11 278537 
34073 33780 3385.1 33705 33835 33851 Z7E25 3385.1 
10103 10100 10007 10008 9905 10100 0301 12748 
13200 13158 13103 13$45 13008 13158 11305 13307 
153005 152420 153546 152505 1*5808267451 127114207401 


mm ' 


RIGHTS OFFERS 

Issue Amount Latest 

price paid Renun. 1907 

up date High Low Stuck 

250 M 10710 121 J 2pm BB^pm Boaitxxrse 

6 Ni 6710 2pm ^M*n John Lusty 

pm pmun. 


Ctoetno 
price p »or- 


LONDON RECENT ISSUES: EQUITIES 

Issue Amt Mkt. Ctoee 

price paid cap . 1887 price Net On. Gra P/E 

up (Enij Wgh Low Stock p +/- dv. cov. ykf net 


* FP. 487.7 IBO^z 152^2 Aggraho 179 W35 20 Z4 25.1 

100 F j*. $76 155 109^ IComputeriand UK 146 M1.45 40 10 210 

§134 FP. 804 142^2 134>g jl S SoMons 142^ *6 - - - 4$2 

155 FP. 170 176^ 18£la LaWreays 174^ - - 

' FP. 2,102 478*2 450 NorOwm Rock 473*2 -2*2 1005 20 24 1$7 

t Aftairaeue towabnord ItorkM. § Ptortnp prfce. * totroduerion. For a U wp ta mtin n of al 
other oymboto please rate r to The London Share Serrice notes. 


4F-. 

m*- 

<xs> f'“ 


•• - 

I? 

WW3HT 


BANK RETURN 

BANKING DEPARTMENT. 

UataMes 

fTffp** 1 * 1 

Public dopoaka 

Bankers deposits 

Reserve and other accounts 


Government seculties 
Advance and other accounts 
pnemtaflb equipment end odwr 
Notes 

Coin 


ft K* 
m ** 
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^NANCIAL Tr vnwa 


MONDAY OCTOBER 


6 1997 


;-r ^ 


Highs & Lows shown on a 52 basis 


EUROPE 


— ... .3 


W- 


W ^/ -• ;• 

S* -■«**. ' 


— _ — _+/. te,,™.*.- 

s^assis^ss. 

1 ^’IlSSf 

**1 fill 3 5C»Sa? 13 ’ 1 355ia tS 1 * 3 ® 1 * 8 Mm 

*S2th ’rat '*^ h ’■«? 22 44123 SSL. »£i +53 821 MiyisS 2+L 
Sat £5 15 SU £5 nM?* 1 *32 -awoouK ua^ JS™ 

|« «S -s a«gsjj’“^ .s .si! Tj^wgj. 

HZ ; l ingress 

Si iiSi:,ag S.!?!ggu“«Bs 
ST* ,S,S,S8HtH £f S 18““ 


WORLD STOCK MARKETS 


g f MI*# 


tff?" *g -* tag 260 Z ill ESS* an 

ass « is gL 7 l 

gEg » -n « «o“ _ 

XSK “^5 ?HS® *rai-s«3 SS. I** 


Mb fits 

Mm 419® 


-'SS—Sl - 30 - 5 "•W + 1 7141.40 15X9 WBHI(Pet3/KTOaU 

+- •tSaiBUfl 12 212 BUMS 81.20* _.. 7320 4440 1.1 310 ' 

9B5S«ajg a.i iw Oce mi +S2raiorrc1o ij A8 

334 1*1 15 On 2850 -.58 36J50 14K1 *“*♦ UB50 +2® \77S3 

S^S 1 - 921 * non 71 ® + re Tieo 4 sjo as hl? Jggg ,JS* 1JS S ia 

788 SB H fte ITT -HLSOIIMB S3 03 i®52 ISMS ** ,a 


Wr 200* +40 £80* 1.780 06346 M _ 

OMffir 288 -a 420 238 1321.1 535$ $06 +4 1,200 473 15 _ 

„ ._ DM> 708 -18 7BQ 370 _ 214 MOO 19BD* +30 2001.220 04 355 Set** 

« 15248 or*« 584 +1 770 488 12373 irraadllboa* +200 12JJ0 7380 08207 7H (M 

80 1324.7 DMB SOM +0 715 338 1.1 _ U/OBk -= m +« a , 

8622242 IHMH 1,180 +30 1340 1.12015 143 toCUB — . _ 


338 250 _ FtM) 177 +4L5017UB S3 03 4S4A 1050 +1 IS 98 22 242 IHMH 1 180 *301340 1 120 15143 «++*+" 160 

Iff 78 ;” *»•” ♦ , - £01 »*7S30 03843 g*L I5~5S t 1 M ObImS 780 +12 1310 ‘658 12223 1JM 

™ 5SI-S2K »■“ ■ajo *-® 06 46 80 afl43L4 jgjffjygS ,tl 55 ** i0in ' a DmJp 3310 a -40 131 a un* 13283 Upbft ““ 

1M +32137813031 13534 iS£I S25 ~ 3J 5 15S5 1 !2?8 DB " 2®“ -10 32801120 05 345 Kfl* 

im ft*«W*«12D +2088504070 4.7212 KP la ^5 “® “5 « »■» MbHI 300 +20 800 300 14 42.7 

~IS«5S?IS3 w * 108 +15921U0 138 03 - Sa ™ sen £ F *« 511 358 1J 113 

— ft™* 118 +.70 1J1B0J0 _ _ 22? S*“ if® «l 14243 On 1300* *10 13101280 02 408 

ISA MSi ® uW ' 11650 -1301ZUD 8025 25200 £Sw ^ ^ J 8 * -• - Bal 225M +0023701330 1531.7 

1, ?8 -M2 7* 13513 SkXIOJ 8130 +2JQ 81 JO 3lS 2.1 203 rSfa +2 Is iS®* 1* - 9*g. HH -8138079170 1.1107 . 

134 ..«!» 87 TBlagf 43 -40 4850 3450 1328 7 SSl iiam + .Si -8 “ f«a8K5200a *50 0180 U03 05 402 lb 01 513* 

l3p 44150 4uSSs40 iSSi S5i m <& t? - ta* 4 Jtt* +406JM3210 D5 3SJ MM 282* 

fflnf T I H im J i niul * U «30 *130 4* JO 3030 1.1 28.1 &2? M *lJo3aflS*l|2 J55T 5 ££? , SS « , S i £S HI 

(On 3 /Drachm^ wn si3o *.iosonnaai o? 143 SES +rfS l3mSS2.»s E 1 ® 1 ’fflW +ioz.iaci.i40 o .7 3 f« __ _ 


-0130079170 1.1 107 

■ m *% 12 ,£43 - ham. SJOO* *50 8.180 HU 05 402 lb 01 

MS n ™*lS+i++ 7 FmuB 4J9W +40 5J00 3210 05 353 I* ft* 

« , 23*73 Moca 260* -6 830 241 2J 84.1 

*J , SS52.i?S K3 J 12S0* +102.180 1.140 07 34.4 SKa 


gas sr « 3 o ^sssg 5 ass §& g &JM gg 

Kwi .a a SB gs* gig 

as Sm 5 u tS ^SvS!lm&i»j jjj S gffiS S H *? “ IIS 22315 

WM i*M mcwim 4 ■ 12 DiM] a M ftib xin mmc 4<m< b o m j 1 *7 — -90 122 96.70 5.7 1BJ Qfepn 120 __ 140 10B J * is y 

S Is 1TO *7050 +J0291.7D8J7J6 OB 305 R HLg -4J0»a 180 02 483 

®a 348 2ZTJ0 25 1<4 H« +1 S *5,08 7326 13 407 » *T5 u S ,£ 

— t.,77 HtSar 2238 + 00 %aaiMB *■ TI) *y? +.1C«Z£C3Z5Q _337 


-2 375 142 3.1 OMBft 

+0 480 131 1.9 WWM133S* +.11 14.10 950 23 183 

JIB* -TO 2310 15G0 Q.7185 ftnOW 456 _ 026 428 22 1SL1 

88 M *281320 630 12273 “ ' 

S15 -13 GS7 4ZD 1.4448 

288* +4 648 271 2.1 *4,3 Sd* 

710 *10 1,660 696 12213 T*CT - - - 

480 -6 808 477 13 08 THaalQ 738 _ “720 530 13 _ 

240 -10 BID 227 03 _ 1** 1£« --t.'l* JS 

1.700 +301.7001.100 00 - «MC O gd *07 W 338 23 29.1 

513* +28 684 468 13303 1 UrM 1^0* -%10U8 7A 43 22.1 

282* -4 S2S 251 25 _ UMOtd 3030 +32 *138 1080 20 34.7 

B7* +18 70S 481 13 213 Ham 233 +31 236 23 0814.7 

-4 880 263 33 135 MWBB 854 -34 01 0 043 42 145 


750 +38 752 430 M 185 1710655 BWM 

243 -03 273 21*0.1 _ 

242 _ 24fl 211 73 __ 

011 +31 &30 334 25 213 

050 *.171030 048 4.1 _ 

1333* +.11 14.10 950 23183 

436 _ 026 458 2J 121 

536* --33 350 352 814 222 337740 CAE 
072 -31 212 750 65 115 1130 CTfta 

270 +33 377 333 63204 17185 Cwgoft 

080* +33 7.43 Ofi5 45 „ 4300 QnOp 

736 - *750 350 13 _ 88400 C*fW 

1345 _ 1.116 787 4.7 „ 16046S CBM* 

S.fed *07 080 336 20 23.1 28980 CMOS 

1350* -.10 1359 736 44 221 4884Z0 R—« 


380* +12 572 940 25313 ttpSnv 319* -18 919 308 15 435 W*F1 13* 1140 739 15 723 


4010* -106.100 2200 04 206 HpSMT 403* 

372 -7 688 361 13283 WSnQ 234 


+8 1.140 30 15 347 WMb OS* +32 450 273 37107 377B1B Canto 


— 501 218 13 .. 


+13 848 432 1.4 75 ttCtn 22** -23 769 224 33295 


£7 +2 1500 7M 18144 2-25 -*«0 1580 1490 55 73 mu, -w, ,u„^. 

,2? +28 871 BS9 43 _ S^ 5 +» 1S80 3340 13 301 WBWT gW 3 / WtB*) 

^ 1 ? JcSH5 «J131U a I® +8 1758 1506 (LB ana >«** 8.7W +27S178SUP3 _135 ^ M 

W \1g ~ -515 MflGM 138* +850187.70 MU 39128 Mf «7 

vn +llwSlS 15285 630 JS5 B l -* 12 AA»CPia450* +13814T.74 9Q7B 45117 BMB __ 412 

?«• 344 +6 Ml 248 15 "* imybta/tM *?»* ’« +« 1058SJ0 13 ... W?" 1 ^ 


-7 789 877 1.4 104 fSu 

-4 766 S63 14106 rt£S 

+8 503 271 23 106 Maflk 

*2 « 251 25 247 to* 


201 -4 690 201 14315 

880500 +1000 TOM W08 0.1 _ 
874* -2 1JOO 643 07 413 

1310* -101550 851 07 417 
1500 -40 2200 1.180 03 _ 
1530* +401.760 908 07815 


681* -41.118 6B4 14 152 HMBKCK [DCt3/KtLfi 

745* +16 882 880 0828.7 

820* -88 1.190 820 13 105 

1.14Q* +00 1370 766 04 265 tmafit 

280 +14 382 238 OLB _ BEMb 

184 *2 488 172 _ 103 — " 


+6 885 485 1581.4 WTVtt+43500* -1300 4B« 31X00 03285 


316068 CaePacx 
200 CnTlr 
61088 CaBTrA 
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17500 +510 -nja 13500 __ _ SE* 

IfW +29017.190 6310 03 403 5™ 
+1906,065 3.173 1.7 73 JES. 


+6 438 261 24 495 GNOan 384 
_ ™ -1 184 116« 35 37.8 BaSbd 680* 

a s^tfiaiiss? ss ^sjsszgsr s 

+2 223132« 05 443 -«J0 18 « 

+7 fi34 200 05 SSr ^3 308 17 2 33122 Qens*k1520* 


613* +18 805 461 15315 Unt.lOOJOO* +H000 U8» TOBD 05 _ COL HI 253* +53 4J0 US IS 11.1 


+12 810 B7D — — KtHMn 122 
S E2 670 2554.4 Wtan 387 

-6 677 260 12 fbSon 377* 

-1 614 377 0.7 _ MftCn 800 

-S 524 133 35575 tfsCBf 254* 


*7 456 IIS — — 

+1 595 390 15302 CU* 
+4 623 365 13 105 
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1050 *38 1035 1036 &5 85 3700» CkwOd 
459 +56 457 356 4.4 125 14225 COSO 
8838 -35 08 5750 13 14L4 483788 CBQBM 

4290 —.10 4040 8270 14 175 1SB05B CSOKO 
87 -1 8133 6730 4.7 64.8 101237 M 
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Digital infotainment will 
be coming to a TV near 
you, with a little help 
from Rockwell 
Semiconductor Systems. 
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FT GUIDE TO THE WEEK 


MONDAY 


China pursues WTO bid 

China begins two weeks of bilateral 
talks in Geneva with its main t rading 
partners, tn the hope of making 
progress in its ll-year-old application, 
to join the World Trade Organisation. 
However. Beijing has yet to present a 
new offer on opening up its potentially 
vast services market which, the US. 
European Union and other trading 
powers say is essential for a The 

talks came ahead of the Washington 
summit on October 28 between US 
President Bill Clinton and Chinese 
President Jiang 7e*n\r\ when China's 
WTO membership win be on the 


Foreign ministers meet 

The fraught trade relationship between 
the European Union and the US will be 
discussed at a meeting of EU foreign 
ministers in Luxembourg. The 
European Commission has warned the 
US not to take action, under the 
d’Amato-Kennedy act, against the 
French oil company Total which has 
signed a contract to develop an oilfield 
in Iran. Ministers will discuss 
reconstruction in Bosnia, and on 
Tuesday hold talks with the 
government of Cyprus which is due to 
start negotiations on entry into the EU 
next year. 

Platform tickets 

Railway officials from around the 
world meet in Marrakesh for a five-day 
conference on the increasing 
involvement of the private sector In the 
previously largely publicly owned rail 
industry. The conference, organised by 
the International Railway Congress 
Association and the International 
Union of Railways, will also look at the 
way the cost of rail and competing 
modes of transport are compared and 
suggest that, when like is compared 
with, like, rail is financially viable. 

War on climate change 

President Bill 
Clinton, hosts a 
White House 
conference with 
200 chief 
executive 
officers, 
scientists, and 
local 

politicians, to 
discuss what the US should do about 
climate change Mr Clinton wants to 
raise awareness of the problem and 
consult public opinion before he 
decides what proposals the US will 
take to international negotiations in 
Kyoto in December. The talks aim to 
curb developed countries’ emissions of 
greenhouse gases associated with 
climate change. 

Basques on trial 

Trial begins in Madrid of 23 members 
of Herri Batastuna, the Basque 
separatist movement, for collaboration 
with an armed organisation. 




Britain’s Conservative party meets for its first annual conference under new leader WStam Hague on Tuesday 


Recount appeal 

The High Court in London hears a 
petition by Gerry Malone, deposed 
member of Parliament for Winchester 
in southern England, for the general 
election vote locally to be rerun. 


FT Surveys 

Copper Industry; Korean investment in 
Europe. 

Public holidays 

Australia, Barbados, Egypt, St Lucia, 
Syria. 


TUESDAY 


Royal visit 

Queen Elizabeth «nri Prince Philip 
arrive in Islamabad for a five-day state 
visit to Pakistan to mark the 50th 
anniversary of the country's 
independence from Britain, The 
Queen's visit, her first to Pakistan 
since 1961, is also aimed at underlining 
the political, personal and economic 
linVs that Britain, which has half a 
million citizens of Pakistani origin, has 


with this Commonwealth country. 

Time to pay 

The European Commission holds a 
public hearing as part of the 
consultation towards a directive 
tackling the problem of late payment 
in commercial transactions. 

Terror talk 

Anti-terrorism experts from the 
Association of South East Asian 
Nations join police and government 


officials in Tokyo for a two-day 
conference to discuss ways to 
strengthen regional cooperation 
against terrorism. Japan's growing 
interest in the issue follows the seizure 
of the Japanese ambassador’s residence 
in Peru last December and the ensuing 
hostage saga. 

Tories’ party 

The Conservatives' first annual 
conference in opposition since 1978 
starts in Blackpool, continuing until 
Friday, with the notable absence of 
Michael Heseltlne. former deputy 
prime minister. Party leader William 
Hague faces the verdict of a ballot of 
Tory activists on his effectiveness as 
party leader. 

Jobs target 

European social affairs ministers will 
have their first opportunity to discuss 
European Co mmissi on targets for 
reducing unemployment when they 
meet in Luxembourg- The Commission 
wants to cut average unemployment 
from 10.6 per cent to 7 per cent within 
five years and long-term 
unemployment by half. 

FT Surveys 

Logistics; Taiwan. 

Public holiday 

Bhutan. 


WEDNESDAY 


Caribbean futures 

Business leaders and government 
officials in the Caribbean will discuss 


the region’s business environment and 
the expansion of the services sector at 
the fifth annual Caribbean Business 
Conference at the World Trade Centre 
in Curacao between October 8 and 10. 
The conference will examine the 
prospects for expanding several 
services, including hanking. Insurance 
and information technology; the 
adequacy of the Caribbean’s 
telecommunications infrastructure; 
and the implications for the 
environment of continued expansion of 
tourism. 

Eurostar inquiry 

A public inquiry opens into Eurostar 
proposals to build a new station at 
Stratford, east London, and a 
twin-track connection from the 
Oiannwl T unnel Rail Link to the North 
London Line and West Coast main line. 

Closer Thais 

Chavalit Yonghafyudh, Thai prime 
minister, arrives in Tokyo on a 
three-day visit for talks with Japanese 
leader Ryutaro Hasbimoto. Discussions 
are likely to focus on Thailand’s 
financial problems and Japan's leading 
role in multilateral efforts to support 
the country through its recent 
currency crisis. Japan is Thailand's 
main creditor nation and was the 
largest single contributor to the 
5175bn international rescue package, 
pledging to match the $4bn 
contribution from the IMF. 

Arrivals board 

Central Japan Railway becomes the 
latest part of the government's now 
defunct Japanese National Railways 
group to list on Japan’s stock 
exchanges. The listing will be widely 


watched as a gauge of interest in large 
gover nment privatisations, following 
the mixed success of earlier listings of 
Bast Japan Railways and West Japan 
Railways, known as JR East and JR 
West. 

Cuban congress 

Fifth congress of the Cuban 
Communist party be gi ns. 

FT Surveys 

P anama; Kansai region of Japan. 

Public holidays 

Cuba, Peru. 


THURSDAY 


Ministers on the limit 

Nefl Kinnock, 
European 
transport 
commissioner, 
will ask 
European 
Union transport 
ministers to 
back proposals 
. .. which would 

prohibit EU citizens from driving with 
more than 50 milligrams of alcohol per 
100 millilitres of blood. 


Island poll 

The Falkland Islands bolds elections 
for its eight-seat legislative council, 
which manages the British dependent 
territory’s affairs save foreign policy 
and defence. No radical changes are 
expected in policy: all 14 candidates 
oppose sovereignty discussions with 
Argentina, which claims them. On the 
new council for the first time, Stanley 
councillors (numbering five) will 
outnumber those from the countryside, 
reflecting migration to the capital. . 

FT Survey 

Business Education. 

Public holidays 

Australia, Azerbaijan, Ecuador, 
Uganda. 



FRIDAY 


Jobs talks 

The French government employers’ 
representatives and unions meet for 
the jobs s ummi t promised by the ruling 
Socialist party after its election on 
June L Wage increases and job 
creation pledges are on the agenda, but 
the most intense discussion will 
concentrate on proposals to reduce the. 
legal maximum working week from 39 
hours to 35. 


Council of Europe ' ; 

The 40-nation Council of Europe meets 
in Strasbourg for its second summit to 
set out policies on human rights, 
culture and security; the summit will 


adopt a political declaration and an .. 
action plan to take the council Into the 
21st century; participants mdwte . .. 
French president Jacques Chirac. 
German chancellor Helmut Kohl, • . • 

Russian president Boris Yeltsin and - 

British prime minister Tony. Blair. 

Peace prize 

The Nobel Committee announces the 
1997 Peace Prize. 

Nato role 

North Atlantic Assembly (NAA) • 
pariiam°nt ?" ana meet in Bucharest to . 
discuss future of t ransatlan tic 

relationship and role of Nato. 

FT Survey U _ _ 

European Private Equity- \ \ 

Public holidays 

Cuba. Hong Kong. Japan, Kenya; ; 
Macau. Taiwan. 


SATURDAY 


Old lady sings . 

Madrid opera house reopens after . 
10-year refurbishment. ' •_ 

Turn of the earth 

British National Ploughing . 1.. 
Championships take place at Leeds 
Castle, Kent 


SUNDAY 


Clinton goes south 





President BUI/;; - 

Clinton begfriSU'.; 

his first G 

friptoSontK-i. - 
Amer ica. - W- . 

starting in - 
Venezuela and 
then going on . 
to Brazil and \ 

, Argentina. - • 

Most attention will be cm witat he sayS ; 
about trade and the proposed Free 
Trade Area of the Americas, which is . - ‘ 

supposed to be in place by 2005. there ■" 
are big differences on this issue- - .’i' / 

particularly between thie US and Brazfl. V 
But without fast-track authorisation . jy • 
from Congress tn idspockeUMr . - 

Clinton will be able to promise little. 

In, out, etc': . / U 

Start of The Atlantic Rowing Race, the 
longest rowing race ever staged, from 
Lbs Gigantes, Tenerife. 

Motor racing _ .- 

Japanese grand prix, Suzuka: Michael - 
Schumacher and Jacques VfllEneuve 
contest the penultimate round of the 
Formula I world championship. . .. 


Compiled by Roger Beale. . 
Fax: (+44) (0)171 873 3196. 


ECONOMIC DIARY 


Other economic news 

Monday: German retail sales 
during August, due to be 
released some time this 
week, are forecast to show a 
strong decline of around 6 
per cent year-on-year, due to 
falling department store 
sales. 

Tuesday: The August fall 
in the UK retail price index 
was due to lower food price 
inflation. The markets are 
looking for the September 
headline rate to remain 
steady at 3.5 per cent year- 
on-year. and an underlying 
rate of around 2.7 per cent. 

Wednesday: Forecasters 
are looking for unchanged 
domestic Japanese wholesale 
prices in September, making 
for a year-on-year increase of 
just under 2 per cent. 

Thursday: The meeting of 
the Bundesbank's central 
council will be one of the 
most eagerly awaited eco- 
nomic events of the week. 
Analysts are looking out for 
a switch from a fixed to a 
variable repo tender, which 
would allow interest rates to 
drift higher over time. 

Friday: US producer prices 
in September are expected to 
have edged up because of 
higher tobacco prices, but 
analysts do not expect any a 
large upward drift 


Statistics to' be released this Week 


Day 

Bst— — d Country 


StafiHc . ' 


fanr.7-. 

D rte — d Corntry 


Economic 

Statute 


Median 


Prwvtoufc 


Mm 

Italy . . Sept consumer pries index ax-tobacco*<12% 

. .. 

'. . Spairr -- 

Jul industrial produiriion" NA 

5.4% 

7.5% 

. Oct 6 

Italy Sepf consumerprioe.lnd ex-tobacco*' 

X4% • 

•1.5% y 

OctB ; US. 

Aug wholesale sates • 


0.5% - 


. UK Aug Industrial production* 

Q.0%. 

0.0% • 

.Thura- ; UK .• , 

SeptCBJ distributive trades 


22.0% ' 


UK • Aug industrial produttfori* . * 

£8% V- 

23% 

: ' Oct9 -- Canada 

Aug motor vehicle saieS* 

2.0% 

3.3%. 
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ACROSS 

1 Like a schoolmaster turn- 
ing Dante Into short film 
18) 

6 The first generation to 
make a nasty face over 
cabbage and broccoli (6) 

9 Finds another use for the 
engineer’s vehicles (S) 

10 Judge the effect of rough 
seas on ship (6) 

11 Surgeon works to original 
rules (8) 

12 Conservative cheer about 
the place of childcare (6) 

14 Sense is confused on coach 
firms CIO) 

18 Acting attractively in the 
Intended manner? (IQ) 

22 Proportion allocated before 
new allowance (6) 

23 Warning the actors there is 
a production of The Tem- 
pest” to come (8) 

24 Drop in some pamphlets 
against illicit drugs (6) 

25 Shame about city radius 
getting preferential treat- 
ment (8) 

26 Tries to speak in army din- 
ing hall - gets head bitten 

27 Ireland’s revolutionary 
inhab itant 1.8) 


DOWN 

1 Muddled prose by Newman 
<6> 

2 Last month leaders of Rus- 
sia and Eastern Europe 
made an order (6) 

3 Honey Court is in the Close 
<6) 

4 Unable to express how pop- 
ular poor queen is with 
other lot (10) 

6 Substitutes books (8) 

7 Try to improve an the writ- 
ten work (8) 

8 Seen puss wandering 
around in a state of indeci- 
sion? (8) 

18 They advertise that the 
man gets lodgings (10) 

15 Mean to ally oneself on the 
left In the UK (8) 

16 Initially everybody got 
firsts, the conceited crea- 
tures (8) 

17 No motorway to New York 
after soldier returned in 
dishonour (8) 

19 Headgear for the Iron Lady 
(S) 

20 Took a cab. arrived at same 
time without short cot (6) 

21 One who is on course to 
keep going (61 



MONDAY PRIZE CROSSWORD 

No.9,498 Set by ADAMANT 

Six battles of Davys Celebration Champagne for the first correct solu- 
tion opened and three runner-up prizes of £40 Davys food and wine 
vouchers redeemable tn person or by past. These prizes are available 
only to winners living in England. Scotland anrt Wales. Winners with 
overseas addresses will receive a set of silver-plated place name bases 
and cards. Solutions by Thursday October 16. marked Monday Cross- 
word 9,498 on the envelope, to the Financial Times, 1 Southwark Brid g e, 
London SE1 9HL. Solution on Monday October 20. Please allow 28 days 
for delivery of prizes. 
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The first bug to invade 

a computer was 





of a relay in 1945 


Bugs (albeit of a somewhat different 
type) are stS a part of cornputkig today! 
No system is immune without specs! 
protection. ■ ’ 

Morse has a history of desigrwig and 
implementing resient UNIX systems. If a 
critical application or server has a 
problem, business continues as normal." 

Now, this technology is available for 
systems based on Microsoft NT. 

Gal to anange a tisaisston with 6 tjr 
Systems ResSarce consuftjng team, .or... 
vfeit us at wwWmorsacoi* 
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SOUTH KOREAN INVESTMENT 

^^^^^i^cononiic worries 
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S outhKarea’s giant con- 
glomerates have dis- 
covered European the 
last few Team, tavesttog bil- 
lions of dollars in electronics 
and car plants spanning the 
continent. Western Europe 
has been attracting high- 
tech industries, ; such,, as 
s amicandnctor man uf act ur e, 
from this “tiger 1 ' economy 
country, ‘while the'; newly 
open economies • of eastern 
Europe have been chosen for 
heavy industry because of 
cheap labour. . 

Despite a slowing down 
this year as a result ef 
domestic economic problems 
- causing the. highly-lever- 
aged cfa*M;to (miscasts and 
concentrate on servicing 
huge debts - it' is, a process 
which seems set to continue. 

The reasons /for Korean 
interest in Europe have not 
disappeared. . Although 
Europe accounts', for less 
than one-fifth of total' over- 
seas Korean investment; it is 
essential to the chaebol strat- 
egy of iransfbrnting them- 
selves into multl-natibnal 
conglomerates. .Record prof- 
its, too,inl994rS5havp facili- 
tated the investment' drive 
into Europe. \ . . _ 

Korean companies fleetiiai 
to target Europe., at '.the 
beginning of the "1990s to 
diversify away fram-estetihg 
export markets = und; to 
reduce heavy dependence oh 
the UK as a casb aam: -Ju at . 
as impc^tahEfyr &eaf&h " of V 


the European Union internal 
market in 1992 was raising 
fears of a Fortress Europe 
that would shut out Korean 
goods. This made it impor- 
tant for the chaebol to be 
able to avoid trade barriers 
by forming closer ties with 
export markets. 

Trade has since grown 
despite a background of per- 
sistent disputes. The 
Koreans have complained 
about EU anti-dum ping mea- 
sures, particularly for elec- 
tronic goods, while the Euro- 
peans have protested against 
‘ Korean trade barriers on a 
range of products from 
. whisky to cars. 

Now, with the benefit of a 
substantial presence In 
Europe in a number of sec- 
tors, Korean companies 
believe that European 
demand for their products 
will increase as the introduc- 
tion of European monetary 
union in the next few years 
- like the single market 
before it - boosts regional 
growth. 

Korean conglomerates 
have also viewed Europe as 
a means to secure lower pro- 
duction costs. Although 
Korea was once known as a 
land of cheap labour, wages 
have jumped in the past 
decade to became the second 
highest in - Asia after Japan. 

By investing in depressed 
areas of. Europe with high 
-unemployinent grates -Korean . 

1 companies have been able to 




ianrai 


pay workers at lower rates 
than at hprpp, 

European governments, 
keen to reduce unemploy- 
ment, havB encouraged Kor- 
ean investments in these 
areas by offering regional 
grants or other subsidies, 
such as cheap land. 

Daewoo, which has been 
the most aggressive of the 
big chaebol in investing in 
Europe, exemplifies this 
strategy, it has set up con- 
sumer electronics plants in 
Northern Ireland and 
north-east France to take 
advantage of government 
financial support for these 
troubled regions. 

Such a policy has not been 
without risks, however. 
Claims by French trade 
unions that Daewoo was 
engaged in “economic exploi- 
tation" led to public pressure 
that reversed a decision by 
Paris last year to sell the 
state-owned Thomson con- 
sumer electronics group to 
Daewoo. 

The incident temporarily 
soured Fran co-Korean rela- 
tions, with the Korean media 
accusing French protesters 
of being xenophobic. But it 


has not deterred Daewoo 
from continuing to use 
France as its main electron- 
ics manufacturing base in 
the EU. 

It is in eastern Europe that 
Daewoo has made its great- 
est impact. It has bought 
troubled state-owned auto- 
motive plants in the Czech 
Republic, Ukraine, Poland 
and Romania, to become the 
«dngio largest foreign inves- 
tor in the last two nations. 
The need to attract foreign 
investment and revive the 
region’s economies has 
meant Daewoo has been able 
to win preferential treatment 
in terms of tax breaks and 
other state benefits for its 
investments. 

Daewoo is essentially 
repeating in eastern Europe 
the corporate strategy that 
mad« it Korea’s fourth-larg- 
est chaebol through the pur- 
chase of state-owned enter- 
prises at home. Daewoo is 
hoping that the combination 
of a cheap labour pool in 
eastern Europe and the 
region’s free-trade access to 
the EU will transform the 
group into one of the world’s 
10 leading car companies as 


it gains a significant share of 
the European market. 

However, investments in 
eastern Europe present 
potential problems, includ- 
ing sluggish productivity 
rates and possible product 
quality problems. This is of 
particular concern for Kor- 
ean companies that have 
bad to fight an image of 
producing cheap, but 
shoddy, goods. Daewoo has 
tried to solve the problem by 
training Polish car workers 
at its plants in Korea. 

Its own financial problems 
have been behind doubts 
now being cast on the sur- 
vival of joint ventures in 
Germany and Russia involv- 
ing Kia, Korea's third-big- 
gest carmaker. 

Market conditions In east- 
ern Europe can also change 
suddenly. Recent economic 
reforms in Romania led to a 
currency devaluation that 
caused car sales there to fell 
and left Daewoo with mount- 
ing inventory at its Roma- 
nian plant In contrast with 
Daewoo, its main Korean 
competitors have been less 
ambitious. In establishing an 
extensive industrial pres- 


ence in Europe. One reason 
is that they have generally 
preferred to take the mare 
expensive route of building 
factories from scratch rather 
than taking over existing 
facilities. 

The biggest Korean indus- 
trial projects have been in 
semiconductors and con- 
sumer electronics. LG and 
Hyundai are building multi- 
billion- dollar microchip 
plants in Wales and Scotland 
respectively, while Samsung 
has begun operation of a 
consumer electronics plant 
in north-east England. Hyun- 
dai has suggested that it 
might «isn establish a car 
factory in eastern Europe to 
complement small assembly 
plants in the Netherlands 
and Turkey. 

The location of the 
electronics facilities in the 
UK has meant it has became 
the biggest magnet for 
Korean investment in 
Europe with nearly $7bn In 
planned projects - an 
estimated 60 per cent of total 
Korean investment in the 
EU. 

It is not only generous 
regional grants that have 


attracted Korean companies 
to the UK, however. Earlier 
Japanese investment in the 
country has resulted In the 
creation of a reliable 
subcontracting network for 
the electronics industry that 
the Koreans are using. 
Cultural factors also play a 
role since English is the 
preferred foreign language 
for senior Korean managers, 
making for easier 
co mmuni cations with a 
British workforce. 

London's role as Europe’s 
leading financial centre is 
another attraction. With the 
Korean government lifting 
restrictions on overseas 
borrowing, Korean chaebol 
are increasingly relying on 
the UK capital markets for 
their needs. The London 
Stock Exchange is hoping to 
quadruple the number of 
Korean global depositary 
receipt listings to 50 within 
the next few years. 

But Korean chaebol are 
not relying solely on London 
for their financial needs. 
They have also taken a keen 
Interest in developing 
.financial. services, including 
the purchase of hankc in 


eastern Europe to help 
finance their expansion 
there. 

The UK is likely to r emain 
dominant in gaining ' Korean 
investment in the EU. 
Germany, which was once 
the main target for Korean 
investment in Europe as it 
offered the hope of possible 
technology transfers, has 
steadily lost ground to the 
UK and eastern Europe 
because of high wage costs. 
Interest is now mainly 
focused on acquiring 
factories in the east 

Russia has disappointed 
early expectations of 
attracting Korean 
investment The reason is 
bureaucratic red tape and 
uncertain political and 
economic conditions. 
Instead, Korean investment 
is flowing to the former 
Soviet republics in central 
Asia, particularly 
Uzbekistan, which has a 
sizeable ethnic Korean 
population that was forcibly 
transferred there from the 
Soviet for east by Stalin in 
the late 1930s. 

• John Burton is the FT’s 
correspondent in Seoul 
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In 1996, LG Invested over USS9 biLlion to grow its business. 
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Sequoias stand as a testament to nature’s power to create life and growth. 

But sometimes nature needs a little help. That's why LG Chemical researchers like Dr Rirk have created 
E u trop i nT a biosynthetic human growth hormone that's helping children with growth disorders overcome the 
disability that nature dealt them. 

Our many other technologically sophisticated products include one-time programmable microcontroller 
units, ISDN-compatible videoconferencing systems, and digital mobile telecommunication systems. 

These products enrich the lives of the people who use them. But none gives us as much pride and joy as 
Dc. Fork’s miraculous work 

Now, what can we do for you? &LG 
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2 SOUTH KOREAN INVESTMENT IN EUROPE 


TRADE • by Neil Buckley in Brussels 


Two sides need to maintain good 



Seoul manages to 
defuse a spat over 
campaign to curb 
luxury imports 

The im a g e on the posters was stark: 
South Korea in the shape of an arm. 
with a syringe sticking out of it, 
labelled “Johnnie Walker**. 

The posters were part of a series pro- 
duced in response to what many 
Koreans believed was a government- 
sponsored “frugality” campaign, urging 
consume r s not to buy imparted luxury 
goods from the EU and elsewhere, but 
basic, home^prodnced goods. 

The call was taken up by consumer 
and religious groups after South 
Korea’s president gave a speeds last 
summer which was widely reported as 
urging Koreans to reduce cons u mption 
of luxury goods. 

Anyone viewing such posters, or 
hearing the angry protests from 
Europe and the US that the so-called 


“frugality" campaign provoked, might 
conclude that trading relations with 
Korea were poor. In fact, say EU offi- 
cials, apart from the high-profile frugal- 
ity Issue, and some lingering squabbles 
over liquor taxes and anti-dumping 
duties, relations are generally good. 

‘ Neither side can afford them not to 
be. Korea is the EU*s eighth -biggest 
trading partner and its fourth-biggest 
outside the European continent, after 
only the US. Japan and 

The EU enjoyed a trade surplus with 
Korea last year of some $5.9bn, thanks 
largely to Korea's reliance on imparted 
capital goods. In many individual con- 
sumer goods sectors, however, Korea 
enjoyed a considerable surplus. 

Disputes do occur, however, of which 
the biggest was undoubtedly the frugal- 
ity campaign. Although the govern- 
ment denied, ft was giving unofficial 
blessing to the campaign, which dis- 
couraged Koreans from buying any- 
thing from imported cars to lobsters, 
both the EU and US put firm pressure 
on Seoul to distance itself. 


Brussels officials say the issue was a 
particularly tricky one to deal with 
since the campaign consisted not of 
classic trade policy measures but a 
“complex of speeches and slanted 
media stories, nods and winks”. 

The government did eventually 
a public statement in May, recognising 
that anti-import actions were not in the 
intere sts of Korean economy, 
issuing guidelines to officials on how to 
act in an even-handed way. While the 
government did not admit “guilt” in 
encouraging the frugality nampaipn it 
did enough to defuse what could have 
become a damaging inte rnational row. 

Some disputes remain, however. The 
European Commission last month for- 
mally complained to the Geneva-based 
World Trade Organisation about Kor- 
ean liquor tax laws, which the EU 
claims favour the local sqju spirit. 

The mainly domestically-produced 
sofu carries a tax of only 35 per cent, 
but mainly imparted spirits such as 
whisky and brandy cany a tax of only 
almost 10 per cent and white spirits 


such as vodka and gin a rate of 80 per 
cent rate. That, says ' Brussels, repre- 
sents an unfair trade harrier to EU 
exports to an animal market of EcnSbn. 

EU spirits exports to Korea 
amounted to only EculSSm test year. 

The EU and US last year won a simi- 
lar WTO case against Japan and tax 
rates for the domestic Japanese spirit 
shodm, and Brussels had consistently 
warned Korea that it would take action 
unless the ***<*; were made more equi- 
table. K^riier bilateral talks and con- 
sultations through the WTO did not 
resolve the matter. 

The other main area of disagreement 
between the EU and Korea is over anti- 
dumping measures, Seoul frequently 
mmpiaing tha t the EU too frequently 
uses such measures for protectionist 
purposes. 

Brussels counters that there are only 
10 sets of definitive EU duties in force 
on Korean products. Although these 
include everyday products such as 
microwave ovens, video cassettes and 
televisions, as well as industrial items 


such as monosodium glutamate and 
electrolyte capacitors, they affect only 
L 74 per cent of total Korean imports to 
the Union, according to EU s t a t istics. 

“South Korea sometimes suggests It 
is being victimised," said a Commis- 
sion trade official, “hut we are 
extremely confident that the correct 
measures have bee n us ed and applied 
in w ™p lianrp with. WTO rules.” 

Perhaps the most sensitive anti- 
dumping measures are on D-Ram 
r-hfpg. the basic memory chips used in 
tnnuy ihinp from video recorders to pur* 
Sffwal r-nmpntgr g Minim um prices were 
imposed on South Korea’s Goldstar, 
Hyundai and Sammng in March 1933, 
with duties of 24.7 per cent on any 
other Korean D-Ram imports. That fol- 
lowed imposition of similar measures 
on Japanese D-Ram imports in 1990. 

Japan a nd South Korea between 
them have 80 per cent of the EcnSbn-a- 
year EU DRams market 

After bang suspended for 18 months 
from June 1995. the measures were 
re imposed from this March after a 


steep foil in worldwide chip prices. The 
Korean .Semiconductor Industry Asso- 
ciation, along with the Electronic 
I ndus tries Association of Japan, are 
now in talks with the E uncyean Elecr 
tnmic Co mponen t Manufacturers Aiso- 
/-^qtinTi on a possible mo n itoring agree- ' 
n ewt that might allow the measures to 
be removed. 

Kor 00 " -manufacturers would midear- 
take to stare cost and pricing informa- . 
tion and make it available to the Euro- 
pean Commission if there were, any 
suspicion that dumping was taking 
place. 

Brussels adds that anti-dumping Is ' 
no longer, a one-way. concern- South 
Korea itself imposed duties cad, cer- 
' tain EU goods, such as electric shavers 
from the Netherlands and Germany, as' 
well as cellulose and self-copy carbon? 
less paper. • . /; • • 

“Increasingly we are treating Korea 
as a mature partner," said one EU 
trade official. “But even between 
mat ure partners there are inevitably 

HleagrwmantS from time to tithe." .. " 


UK • by Peter Montagnon, Asia Editor 


Strong flow 
is expected 
to decline 


Emphasis is likely 
to switch from 
mega-projects to 
medium and 
technical ventures 

When South Korean 
companies look to Europe, 
there is little doubt about 
which country they look to 
first. 

A wave of inves tmen t this 
decade has brought Korean 
investment in the UK to a 
total of same £6.75bn, which 
is equivalent to half its total 
investment in the European 
Union (EU). Over the past 
three years, Britain has 
taken two-thirds of new Kor- 
ean investment in Europe. 

A large part of the invest- 
ment has come flooding In 
over the past three years or 
so as local wages increased 
and Korean companies 
moved overseas in response 
to government exhortation 
for them to run their busi- 
nesses on a more global 
basis. 

The first significant move 
came in 1994 when Samsung 
announced a £450m invest- 
ment In consumer electron- 
ics at Wynyard, on Teesside. 
Then, last year, LG 
announced plans to invest 
some £L7bn in south Wales 
in a factory to produce com- 
puter monitors and a wafer 
fabrication plant. Together, 
these facilities will employ 
some 6,100 people, twice as 
many as at Samsung's plant 
in Wynyard, which makes 
the LG plan Europe’s largest 
investment in terms of job 
creation. 

That was followed by an 
announcement from Hyun- 
dai of proposals to build two 
semi-conductor plants in 
Dunfermline, Scotland. 
Together, the plants will 
employ 2,000 people and 
involve expenditure of some 
£2.4bn, making this the larg- 
est inward investment in 
monetary terms. 

Bnt here, it seems, the 
hyperbole stops. Officials say 
they do not expect the flow 
of mega-projects to continue, 
although they believe the 
UK will continue to attract a 
steady flow of Korean Invest- 
ment. In particular, the 
often-mooted announcement 


by a large company of a car 
manufacturing plant is 
unlikely to materialim in the 
short term, officials say. 

According to British gov- 
ernment figures, the UK now 
pays host to around 30 Kor- 
ean manufacturing invest- 
ments and four centres of 
research and development. 
Korean officials say they 
expect the flow of invest- 
ment to continue, but the 
emphasis from now an win 
be on medium-sized and 
technical ventures, often 
engaged in the supply of 
parts to the larger Korean 
plants now being estab- 
lished. 

Already a number of such 
companies, including Dea- 
sung Circuit, Daewoo Com- 
ponents and Daewha Metal 
have established such parts 
and components factories. 

Among the attractions of 
the UK to Korean investors 
are the relatively low labour 
costs, the En glish language, 
low tax, adequate transport 
infrastructure and the 
accommodating stance of the 
UK government. Grants are 
are also thought to make a 
difference, at least in the ini- 
tial decision. State aid 
approved by the European 
Commission for LG’s plants 
in south Wales amounted to 
£2S7m. 

But grants are controver- 
sial, and many argue that 
they are not the determining 
factor, since Britain has 
never been the most gener- 
ous country in Europe. 
According to Andrew Frazer, 
of the government's Lives! 
in Britain Bureau, one rea- 
son that has kept Britain 
attractive as an Investment 
location is its tradition of 
privatisation and deregu- 
lation. 

Britain’s early privatisa- 
tion of telecommunications, 
for example, created a large 
number of opportunities, 
and has also made the UK 
attractive as a centre of 
research. Samsung is under- 
taking research into digital 
telecommunications in the 
UK. There are growing links 
between Korean companies 
and British universities, and 
Britain is for ahead of other 
European countries in the 
development of science 
parks. 



Enamel spraying at Wynyard, where output of microwave ovens is expected to react] 750,000 this year 



Samsung's Wynyard Park facfity in north-east England 


Against that must be set 
concerns about the value of 
sterling and Britain's uneasy 
relationship with the rest of 
Europe. But Korean execu- 
tives say they have been rel- 
atively unconcerned about 
the new Labour govern- 
ment's espousal of the social 
chapter which is quite mild 


in its practical implications. 

What may eventually 
secure a permanent presence 
of Korean companies in 
Britain is the growing sense 
that, when Japanese and 
Taiwanese investment Is 
taken Into account, eastern 
Asia has reached a critical 
mass of Investment in 


Britain which feeds on itself. 
LG and Sony will take sup- 
plies of glass in Wales from a 
Japanese company which 
itself is expected to be sup- 
plied from TaiwamThat sort 
of inter-dependence gives 
Korean investment, along- 
side that from the rest of 
east Asia, a firm foundation. 


CASE STUDY 


The right skills are in 
the right location 


“We have major blue-drip 
companies resident in the 
UK looking for supplies. If 
we're manufacturing 
locally, they automatically 
get their requirement in a 
wt atiw of hours, n says John 

■ S lider, riqmty manag in g 
director .of Samsung 

BWtr nwii^ Wfti tnfai-Hrrtng 

(UK). 

Being close to the 
European market he 
explains, has become the 
main reason for the South 
Korean company’s 

oih^gntta! iiw Kt ni wtt in 

the UK 

Other grounds have often 
been given for Korean 
investm ent in Britain: its 
relatively flexible labour 
force and low wages. Its 

owimBmndattng 

government strategic 
location in the European 
single market, and the 
Rn gHsh language amis of 
Korean executives. 

But now, according to Mr 
Slider, the desire to be a 
local supplier in a global 
market outstrips 
everything else. 

Samsung first settled on 
Teesside some 10 years ago 
when it opened a television 
plant in BfOxngham. But it 
was not until 1994 that it 
announced its major 
investment, a 450m 
development at Wynyard. 
the forma- estate of the 
Marquess of Londonderry 
which has been developed 
as an industrial park. 

On that greenfield site 
now stand a gleaming 
training centre and plants 
producing computer 
monitors and microwave 
ovens. 

According to Mr Slider, 
output of monitors will 
total some L5m units this 
year compared with lm last 
year. The microwave plant 
will produce some 750,000 
units, of which around 80 
per cent will be exported. 

The site employs around 
1,400 people, a figure that 
wSH rise to around 2,000 as 
the production of printed 
circuit boards gets under 
way next year. 

The printed circuit board 
line, on which some 212m 
is being invested, will 
increase the local 
of Samsung’s computer 
monitors. 

Like the picture tubes, 
they are currently 


imported. Company . 
exec ut ives admit that this 
part of the operation is 
still very much an 
assembly business, not 
too far removed from 
the type of s crewdriver 
plants established by 
Japanese companies in thw - 
1980s, principally to get 
round European dumping 
duties. 

The microwave output, 
by contrast, is more of a 

process, although many of 
the elect ronic com ponents 
are also i m p orted. Samsung 
is also taking this side 
of the business a stage 
further with the 
installation of a new 
line to produce higher 
value ceramic coated 
microwaves. 

Yet Wynyard remains 
essentially a contract 

mimnfai’ ljirlng centre 
reminiscent of own-label 
Tnflnnfa i^ ifirtng plants in 
Asia. It is not involved in 
the development of new 
products or in marketing. 

As a supplier of goods both 
for the gr oup and for its 
own-label customers it 
must compete on the basis 
flf its wiannfarfnr tn g 
performance. 

Since air freight is costly 
and surface transport time : 
consuming, its location - 
gives it a natural '• 
advantage for the European 
market, but Samsung 
always has the options of 
sourcing product from 
plants elsewhere from . 
Mexico to Malaysia. 
Efficiency and productivity 
ore thus essential to the . 
plant’s success. 

The site seeks to keep its 
defect rate below 3 per cent 
and to hold inventories of 
finished product at less 
than two days of 
requirements. That it has 
been able to meet such 
demanding targets reflects 
both the quality of its 
workforce and its effort in 
training them. 

Mr Slider reports to a 
Korean m ana g ing director, 
G.S.Noh, who is also 
president of Samsung 
Electronic's European 
Operations. Another deputy 
manag ing 

Wynyard is also Korean, 
but most of the staff and 
senior management at the 
plant are British. 


There are only 23 
permanent Korean 
positions; “Their 
programme fa localisation,” 
says Kennedy Donald, 
human resources director, 
“and we've been following 
that line.” 

There is a no-union ■ 
policy, bnt staff are less . 
deferential than their , 
Korean counterparts, and 
management is cifreftil to 
consult them, especially as 
the plant expands and 
brings- new products on :.. - 

stream. 

Wynyard has never had a 
strike. The lines of 
Commxmicatlan are snich 
that it would never come to 
that. Yon sit down and 
/discuss,” says Mr Donald. 

For all that, cultural 

i Wfr p r wi fwt remain. 

Wynyard’s first managing 
director, a Scot named 
Daniel O'Brien, left quite 
quickly after he was 
ap po in tedrand. though the 
grounds woe personal, the 
subsequent appointment of 
Mr Nah suggests Samsung 
was aware of the need to 
overcome communication 


Mr Slider is cautious 
about discussing targets . . 
and fhture plans, though he 
says Samsung is;/ 
demanding both in terms of 
financial controls and 1 : ; V ; 
efficiency. Analysts m'‘ £ : 
Seoul say Samsung has : 
postponed 'original plans to 
. install a drip plant on the 
site and itisstiH uncertain : 
whether the Billingham TY. 
plant will be" shifted fe ; - / ’ 
WynyanL 

. These dedskms, fike tiiat 
to Introduce prioted . 
cirCutt-hoarf. m a Mn facture, 
WjU be taken to Seoul, 
though the circuit-board - 
approval came In response 
to a suggestion from 
Wynyani'B management, 

As they globalise, Korean 
companies win at some . - 
point have to devolve more 
responsibility for design, 
product development and 
marketing onto their local :, 
units, but that still does not 
come easily id a company " .* 
like Samsung that is- tightly 
controlled fromffiecenfre. : 
Meanwhile, Wynyard / 
stands or falls on the r: 
quality of its production . 
skills.' 

Peter Montagnon 


PRANCE • by Andrew Jack in Paris 


Benefits are beginning to outweigh the di 


It was a slow 
start, but the 
arrival of 
one company 
provided the spur 

They may have been slow to 
get off the mark, but the 
Koreans are now be ginning 
to head in force to France. 

After early projects in the 
late 1980s, Korean 
investment has begun to 
take off more rapidly in line 
with the country's 
development over the last 
few years - although not 
without some recent 
highly-publicised setbacks. 

Official Bank of France 
figures show that the flow of 
direct investment in the 
balance of payments for 1996 
from Korea represented 
$200m. Of all Korean 
a ptmriing in Europe, some 15 
per cent is estimated to 

come into France. 

The statistics 

under-estimate the true 


picture, however, since they 
register simply cross-border 
information and do not 
include elements such as 
finance raised domestically 
for Korean companies. 

According to the foreign 
investment delegation at the 
ministry of finance, there 
has been a cumulative total 
of Korean investment in 
France of almost FFr3bn, 
and the creation of nearly 
3.000 jobs. 

That still represents a 
relatively small amount 
compared with the 
traditional industrialised 
nations: the US is tho largest 
foreign investor in France, 
accounting for one-third of 
the total on its own and 
comprising 8 per cent of 
industrial production. 
Germany, the UK. the 
Netherlands and Italy are 
also significant, and Japan is 
most important among 
Asian nations. 

Among the original 
attractions for Korean 
companies was that a 


location In Europe allowed 
companies to get around 
quotas and dumping 
restrictions on imports of 
goods from countries outside 
the European Union. 

But while the Japanese 
went in large numbers to the 
UK. a number of Korean 
businesses appeared to want 
to take their own 
independent line and make 
their mark elsewhere. 
France was a logical 
alternative. And once some 
bad arrived, others naturally 
followed. 

Hence came Daewoo 
Initiall y, which remains thp 
most important presence in 
France, with three existing 
factories and two more now., 
being proposed, covering 
television tubes, microwave 
ovens and refrigerators. 
While production may have 
been the first priority, 
research and technology has 
followed. Daewoo has now 
opened a telecoms research 
centre at Metz, for instance. 

Other Korean companies 


now present include 
Hyundai Electronics and 
Pacific Chemicals, which 
recently acquired a 
cosmetics business near 
Chartres as the basis for 
European expansion of its 
products. 

For if electrical, electronic 
and other technical goods 
have proved a dominant part 
of Korean investment in 
France, another of the 
country's renowned 
strengths - that of luxury 
goods - has also begun to 
come into its own as a 
magnet for foreign money. 

While large companies 
have come to build research 
or construction centres, 
many have also lured with 
them “ Korean 

sub-contracting companies 
that supplied them with 
such specialist services as 
express parcel delivery. 

A further 15 Korean 
projects are currently under 
discussion in France, and 
there are nearly 20 
representative offices of 


companies considering 
expansion in the country. 

There Is a notable infra- 
structure, with an active 
embassy, and a Korean 
Trade Centre. In 1995, Datar, 
the French regional develop- 
ment agency, even launched 
a Korean Investment Club, 
desi gn ed to help provide a 
network of mutual suppo rt . 

The French argue that 
their commitment to joining 
the proposed single Euro- 
pean currency (the Ecu) has 
become a strong reason for 
inward investment from 
Korea as from elsewhere. So 
has their well trained, highly 
productive workforce and 
the geographically well -cen- 
tred position of France an 
the continent. 

Equally, the more cynical 
point out the attractions of a 
range of financial incentives 
that are available in mare 
impoverished parts of the 
country, notably in eastern 
France. 

On the negative side. Kor- 
ean business executives hesi- 


tating over investment deci- 
sions sometimes express con- 
cern about the French lan- 
guage, and suspicion of the 
degree of bureaucracy and 
paperwork that exists. “For 
people who are very enter- 
prising and do thing s very 
rapidly, there can be a real 
gap when they come to 
Europe," says one adviser. 

He highlights the rising 
anti-immigrant sentiment in 
France with accompanied 
high u n em p loyment since 
the 1980s, and which has not 
helped smooth difficulties 
that can be e x p e rienced in 
quickly obtaining work. per- 
mits for qualified Koreans 
coming to work in sites in 
the country. 

The situation has been 
somewhat improved by 
high-level intervention by 
Datar and other nfflniain as 
well as the initiative 
announced last year by Jean 
Arthuis, the thee economics 
minister, which including 
nominating a top level tax 
inspector to work specifi- 


cally with foreign investors, 
and ease their problems., 

But one of the most stri- 
king recent episodes which 
caused a set bask • in rela- 
tions with Korea took place 
in late 1996. Daewoo was a. 
partner in the frrmt mnnar 

consortium* chosen, by- the 
then centre-right govern- 
ment of Alain Jupp6 to 
acquire the state-owned 
defence andulectrpaicg giant . 
Thomson. Daewoo had its 
eyes especially an Thomson 
Multimedia.' 

A huge backlash - of public 
opinion — fariniWng the use 
of -sane racist Images and 
references to Koreans forc- 
ing French employees to 
work like ants - set . a 
strongly negative moodL. Arid 
t hen the, state privatisation 
commission ruled that the - 
bid for Thomson was unac- 
ceptable. 

Thomson was really a cul- 
tural issue,” says one offi- 
cial- “It had a lot of impact 
in Korea.” The government-’ 
attempted to ex plain that it 


believed the Daewoo Mi was - - 
the best, on offer, anirf -that’ ■ 
"the decision .was reached ley . 
a commission which- bpezv- ' ' 
ated independently of Jte 
own wishes or influence ? 

. Nonetheless, much of ’the 
damage appears to.be. 
repaired.* France’s new ' : 
left-wing government • has 
argued tiiat Thomson Multi- 
media will not be prtVatisbd* 
although .Daewoo- is beBeved- 
to still be regarding the com- < 
pahy with interest. _ 7 ' 

Equally. . Daewoo -remains, 
a strong mwMdai» for taking > 
over Soctete Marsefitefee de-; 
Credit, a state-owned bank ' : 
which made heavy losaesdri ’ . 
the past arid which fe most - - 
strongly implanted in- the 
sooth of the 'country.:. - - 

Its : attractiveness ' to ' . 

woo jaabove all its focts on * ■ 
the Mediterranean world; / 
and notably north Africa. 
While the Koreans- may be . " 
Interested in investing , id . 
Franca, they are equally. .'- 
keen to ; use it as_ a spring. 
board Into other countries.;: y •••.■ 
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SOUTH KOREAN INVESTMENT IN EUROPE 3 


POLAND 


^_py Christopher Bobinski in Warsaw 


put 
>o on 


GERMANY • by Graham Bowley in Frankfurt 



fast track 


In rescuing FSO 
the eager Koreans 
created a base for 
attacking the east 
European market 


- D aewo o's foray into Poland’s 
motor industry has tamed 
the Korean conglomerate 
into' one of the country’s 
largest foreign investors. It 
has also put it strides ahead 
of rivals such as Hyundai 
and Samsung in the race for 
market share in the largest 
of the central European 
countries due soon to start 
talks on entry into the Euro- 
pean Union. 

In an investment pro- 
gramme totalling more than 
$l.6bn Daewoo is currently 
modernising and expanding 
the FSO car plant in War- 
saw, the Polish capital, while 
at the same time developing 
van production in Lublin. 
Daewoo expects that by 2001, 
one-fifth of the 2£m passen- 
ger cars it produces world- 
wide will be made in War- 
saw. At the same time, 
Poland is set to become Dae- 
woo’s largest producer of 
delivery vans, with target 
capacity of 160.000 vehicles 
in an investment programme 
worth $390m. 

FSO, which was barn in 
the 1960s, was left at the out- 
set of market reforms in 1989 
with its outdated Polonez 
model and the prospect of 
closure unless a foreign 
Investor came in. 

General Motors took a 
long time to consider the 
proposition but finally 
baulked at the. thought of 
giving job guarantees to the 
20,000 or so FSO employees 
the government wanted and 
went on to- establish a green- 
field car plant in Gliwice, in 
the south of the country. 
Daewoo's chairman, Kim 
Woo Choong, stepped in, 
however, to take over FSO. 
Poland, for Daewoo, is part 
of a wider investment strat- 
egy stretching from 'Kazakh- 
stan to Ukraine and central 
Europe. 

Now FSO is acquiring a 
new assembly line for the 
Lanos saloon car as part of a 
$500m .expansion.- New 
production halls are being 

built and manhlnp ry.hmnght 

in for the project which 
will give the factory the 
capacity to produce 500,000 
vehicles a year, providing 
work for all the existing 
employees. 

Daewoo has also taken 
control at the Andoria diesel 


engine plant in southern 
Poland. At the aamf 
joint ventures between 
FSO’s suppliers and Dae- 
woo’s Korean partners prom- 
ise to bring in a further 
S360m of investment into a 
string of smaller plants 
throughout the country. The 
company is also developing 
the assembly of white goods 
and televisions as well as 
building a 40-storey office 
block in Warsaw. 

Not surprisingly, Daewoo, 
which was supported by the 
outgoing government, looks 
set to remain a favoured 
investor in the eyes of 
Poland’s incoming Solidari- 
ty-led government, for whom 
the fate of the large state- 
owned plants where the 
trade union has its power 
base is a priority. 

This is not to say that 
there are no problems 
between the neat Korean 
technicians at FSO and their 
Polish counterparts who 
have grown used to a lax 
labour routine. Many Poles 
shipped out to Korea for 
training have returned 
appalled at the spartan 
working conditions there. 
Bat the fact that the factory 
now has a fixture is appreci- 
ated at a time when job secu- 
rity is a paramount consider- 
ation lor Polish workers. 

Far management there are 
also differences “We tend to 
work from nine to five to 
provide for our family’s 
today and tomorrow," says 
one Polish manager. “The 
Koreans are driven to work 
longer hours by a sense of 
working for future genera- 
tions as they aim to better 
the Japanese in a race which 
could last decades, if not 
centuries,” he adds. 

Nevertheless other leading 
Korean rivals, even thou gh 
they have been present in 
Poland lnng pr than Daewoo, 
are playing a much smaller 
role in the country’s econ- 
omy.. 

Samsung, along with 
Lucky - Goldstar, pioneered - 
exports of Korean televisions 
and electronics in the early 
1990s in a drive which 
helped bring Poland’s elec- 
tronics industry to its knees. 
Korean sales to Poland went 
from almost zero in 1988 to 
$113m in 1990 and $290m a . 
year later. In 1992, the Polish 
government brought in 
higher tariffs which reduced 
Korean exports to $12Gm but 
these recovered to reach $ 
276m in 1994. Once Daewoo’s 

car imports began to arrive ' 
last year Polish imports 



Regulation and tax 
apply the brakes 


The east provides 
the lower labour 
costs that 
the large 
groups seek 


Daewoo is modernising and expanding FSO production as port of a SlAbn investment pro gr amme 


from Korea rose to $665m 
last year, and $303m in the 
first five months of this year. 

The early 1990s also saw 
Samsung expanding the tele- 
phone system in Opole 
region in southern Poland in 
k $50m project financed with 
Korean export loans. How- 
ever, when this year the 
company bid for the Pow- 
szechny Bank Kredytowy 
(PBK) a leading state-owned 
commercial bank, the offer 
was in effect rebuffed. The 
disappointment felt by Sam- 
sung could affect its plans to 
build a $4QQm retail, hotel 
and office building in the 
centre of Warsaw in partner- 
ship with ING Real Estate. 

Lucky Goldstar has talked 
of making significant invest- 
ments in Poland's chemical 


industry and refineries but 
hHs for the moment limited 
its activities to the purchase 
.of a controlling stake In 
Petrobank, a small listed 
bank based in Lodz, in cen- 
tral Poland. Its represen ta- 
' lives say that they would 
like to see the bank handling 
Poland's business with the 
eastern Asia. 

Hyundai's record has also 
been a chequered one. The 
company boosted car sales 
in the early 1990s but then 
failed to follow through with 
a determined investment 
programme on Daewoo’s 
lines which would have 
allowed the company to 
avoid high import tariffs. 
Last year, a half-hearted 
attempt to start a car assem- 
bly operation in co-operation 


with the listed Universal 
c ompany failed as a result of 
resistance from the govern- 
ment. which by then was 
keen to limit competition to 
Daewoo, GM and Fiat, the 
three main investors in 
Poland’s car industry. 


The Dow of direct 
investment from Korea to 
Germany has faltered to 
recent years as Korean 
companies have been put off 
by the country’s relatively 
high wages, sluggish growth, 
heavy tax burden and 
bureaucratic over-regulation 
of the economy. 

According to Mr Kisub 
Lee, commercial counsellor 
at the Korean embassy in 
Bonn, his country’s 
investment in Germany is 
still growing but at a slower 
rate than it is in most other 
European countries. 

“Korean companies are 
coming to Germany, but 
only very slowly. Germany 
was one of the biggest 
countries for Korean 
investment, but it has been 
overtaken by the UK, for 
example, because the 
German situation is not so 
good. The tax rate is very 
hi g h, and there is so much 
regulation. Compared to 
Germany, the UK is better 
for many companies," he 
says. 

Mr Sung-Hwan Choi, 
senior manager in the 
international finance 
department of the 
Export-Import Bank of 
Korea, says it is Korea's 
relatively high labour costs, 
along with the pressures of 
globalisation, which have 
been the main driving force 
behind the growing size of 
Korean direct investment 
abroad. 

It is not surprising than 
that Korean companies, 
eager to escape punitive 
wages at home, have avoided 
Germany, which hag a bad 
reputation for some of the 
highest labour costs in 
Europe. Germany has lost 
out to countries such as the 
UK, or to Germany’s 
neighbour countries to 
eastern Europe. 

One of the Export-Import 


R ank 's chief roles is to 
provide loans for Korean 
companies which want to 
move production abroad. 
Financing for the purpose of 
direct investment outside of 
Korea at present accounts 
for about $L5bn, or 17 per 
cent, of the bank's total loan 
portfolio. This proportion 
has increased sharply - in 
1987 it accounted for around 
5 per cent of the total 
lending portfolio - 
illustrating the increasing 
outward focus of Korean 
companies. 

“This reflects the 
increasing diversification in 

the Korean economy,” says 
Mr Choi. “Our companies 
are looking for production 
bases witb lower labour 
costs than in Korea, 
especially in labour 
intensive industries - and 
they are concentrating on 
countries like China. 
Malaysia, Thailand." 

Mr Lee points to the fact 
that several Korean compa- 
nies have moved established 
bases in Germany to the UK. 
“That is the trend," says Mr 
Lee, who adds that Hyundai 
considered building a base 
for a semiconductor subsid- 
iary in Germany but opted 
instead for Britain. 

However, he also stresses 
that Korean investment is 
still growing in Germany - 
driven by the forces of glo- 
balisation and the need to be 
in the largest European 
economy. He cites as an 
example the purchase last 
year by the Kohap group of 
Hw magnetic tapes business 
of BASF, the German chemi- 
cals group. 

Eastern Germany is prov- 
ing a pa rticular magnet to 
Korean companies, perhaps 
because the region has on 
average lower labour costs 
than to western Germany. 
According to Mr Lee, Korea 
is the biggest investor in 
eastern Germany of any 
Asian country, larger even 
than Japan. The bulk of 
investments have been in 
Berlin and in the state of 
Brandenburg. Samsung, for 
example, has a large pres- 
ence in the east 


“Other companies are 
involved in eastern Germany 
and they are doing very 
well," says Mr Lee. 

In fact, many of the factors 
that in the last decade trig- 
gered the initial big wave of 
foreign investment into Ger- 
many - from Korea and else- 
where - are still present, 
while several other impor- 
tant influences may soon 
come into play, perhaps 
pointing to a better future 
for investment in Germany. 

The German government, 
unions and industry are tak- 
ing steps to make the labour 
market more flexible. In 
addition, foreign companies 
still recognise that Germany 
is at the centre of develop- 
ments such as the European 
single market and European 
economic and monetary 
uninn. Germany might reap 
some benefit if the UK 
decides to stay outside the 
single currency. “That is a 
very big concern for Korean 
companies about the UK." 
says Mr Lee. 

Unfortunately, the need to 
be at the centre of Europe 
has not always meant that 
companies have felt it neces- 
sary to build production 
bases to the Germany. 
Instead, they have preferred 
to set up manufacturing 
sites to cheaper locations, 
choosing Germany instead 
only for their relatively low- 
staffed office headquarters. 

“It depends an what kind 
of company you are looking 
at If it is labour-intensive 
production then it is not rec- 
ommended. But for a Euro- 
pean headquarters, Germany 
is one of the best locations 
in terms of transport links 
and of being central to 
Europe." says Stefan Schnei- 
der, an economist at Paribas 
in Frankfurt. 

Mr Schneider points to the 
fact that many of the big 
companies in Germany are 
performing well at present 
with profits as a proportion 
of national income at the 
highest level for 25 years. 
“Actually, the tax hnrdle 
may not be as high as some 
companies may want politi- 
cians to' believe," he says: 


THE GLOBALISATION OF 
ASIAN FIRMS 

Strategies and Implications 


FT 


IN W< I \I i'lMI'N 


This analysis of the global s t r ateg i es of Asian multi n at i onals offers vital competitive 
Intelligence for both Western and Asian multinational competitors. 


ELECTRONICS • by Stefan Wagstyl, Industrial Editor 


In search of firm ground 


Asian multinationals have 
extended their reach and in 
many cases are now truly global 
players, with significant overseas 
presences in North America, 
Europe and elsewhere. 


labour and market 
opportunities 


Groups hope to 
minimise trade 
frictions by 
producing 
in Europe 


While South ‘Korea’s 
conglomerates spread their 
investments across many 
industries at home, in 
Europe they have concen- 
trated upon electronics. 

The electronics industry 
accounts for the biggest 
share of Korean investment 
in the continent, and the 
largest individual protects. 

Heading the list is LG's 
£L.7bn complex under con- 
struction in south Wales, 
which includes both con- 
sumer electronics and semi- 
conductor plants. This could 
be overtaken by the $L4bn 
microchip plant Hyundai is 
building at Dunfermline in 
Scotland, if the company 
goes ahead with an $2.1bn 
expansion planned for after 
1999. , . 

The recent upheaval m 
Korean financial markets 
has prompted some compa- 
nies to cut some investment 
plans. 

In Europe, some groups 
have reduced ambitious 
expansion programmes in 
consumer electronics. ■ Kor- 
ean companies have found it 
more difficult to make 
ground in the complex Euro- 
pean market than in the US. 
Also, rising labour costs in 
Korea mean the companies 
can no longer compete 
mainly on price as they did 
when entering the US in the 
1980s. They must tackle 
European and Japanese pr^ 
mium brands head-on. 

As Samsung, the chaebol 
with the biggest electronics 
business, says: “Our main 
competitors are Sony and 
Philips, not Hyundai and 
Daewoo." 

But expansion in the big 

semiconductor plants contin- 


ues apace. Paul Donovan, an 
analyst at Dataquest, the 
electronics markets research 
agency, says: “There’s been 
something of a puffing back 
in consumer electronics, but 
not to semiconductors." 

Korean companies have 
focused on electronics 
because it is an industry in 
which the key competitors - 
mainly Japanese. European 
and US groups - already 
have a global presence. Also, 
tefthnniogteal change is par- 
ticularly rapid in electronics, 
giving newcomers opportuni- 
ties to enter the market. 
This is especially true in 
semiconductors, where Kor- 
ean. companies have grabbed 
a world market share of 
about 30 per cent in memory 

devices. 

Mr Yongdo Cho, an econo- 
mist at Sheffield University 
in the UK , says: “Jh elec- 
tronics, Korean companies 
have made very heavy 
investments and want to 
globalise. They feel they 
want to be on firm ground in 
the European market" 

J B Chun, chief executive 
officer of the European arm 
of Daewoo Electronics, 
which belongs to the Dae- 
woo chaebol, says it is the 
size of the European market 
which brings Korean compa- 
nies to Europe. “There are 
lots of people who need elec- 
tronics products, and we can 
supply them at good prices,” 
he says. 

While the first in-roads 
Into the European market in 
the late 1970s and early 1980s 
were made through exports 
from South Korea, Korean 
companies are relying 
inciy »giTigi y on local produc- 
tion. They want to minimise 
trade frictions over exports 
and they are also escaping 
rising production costs in 
South Korea. Daewoo, which 
produces video recorders, 
televisions, microwave ovens 
and refrigerators in Europe. 


assembles 90 to 95 per cent 
of its output in Europe. As 
Mr Chun says: “Korean com- 
panies have to come to 
Europe because the Korean 
market is crowded and Kor- 
ean labour costs are rising.’’ 

Samsun g has the most 
extensive European 
operations, with 7,100 staff 
and sales last year of $4bn, 
mostly to electronics. Its 
total investments exceed 
$700m. including its largest 
plant at Wynard Park to 
north-east England. 

Although Samsung is the 
biggest Korean semiconduc- 
tor maker, its Investments in 
Europe have concentrated 
on consumer electronics, 
including televisions, com- 
puter monitors and micro- 
waves. As wen as Wynard 
Park, it has plants in Berlin, 
Hungary and Spain. It has 
had considerable success In 
turning around lossmaking 
plants, such as the Rollei 
camera factory in Berlin, for- 
merly owned by the East 
German state. 

Samsung’s Investment to 
semiconductors in Europe is 
limited to a joint venture in 
Portugal with Texas Instru- 
ments of the US which 
assembles and tests memory 
devices. Daewoo is also well 
established in Europe, with 
5,000 staff in its electronics 
operations divided among 16 
sales and manufacturing 
subsidiaries. The business, 
which this year is expected 
to turn over about $i-3bn, is 
composed of consumer elec- 
tronics, with factories to 
Northern Ireland (video 
recorders), France (televi- 
sions, microwave ovens, and 
picture tubes) and Poland 
(televisions). A refrigerator 
factory is under construction 
in Spain. 

Daewoo last year failed in 
its spectacular bid for the 
consumer electronics 
operations of Thomson CSF, 
the French statoowned man- 


ufacturer. Mr Chun says this 
was a disappointment but 
not a major setback to the 
group's strategy. Daewoo 
will continue establishing 
further plants to Europe, 
just as it had before planned 
to do before the possibility of 
buying Thomson presented 
itself. In particular, it is 
mulling further investments 
in white goods. 

Daewoo has not made the 
same investments In global 
microchip manufacture as 
Samsung, or LG and Hyun- 
dai. the other leading chae- 
bol However, Mr Chun says 
Daewoo is considering build- 
ing a $lbn-plus semiconduc- 
tor plant in Europe. It is 
examining several possible 
rites, Including the UK. 

By contrast, Hyundai is 
concentrating heavily on 
microchips, particularly in 
the Scottish plant, which is 
due to come on stream at the 
end of 1998 with a payroll of 
about 1,000. 

Elsewhere, it employs only 
about 120 staff in electronics 
in Europe, mainly in sales 
offices and In a modest com- 
puter and monitor assembly 
plant in Germany. About 90 
per cent of its European 
business is selling imported 
microchips. 

Like Hyundai, LG is focus- 
ing its resources on one big 
project But its complex in 
south Wales will produce 
both memory chips and a 
range of consumer goods. 

Monitor production is due 
to start in November, with 
700 staff, and television tube 
output next May. The semi- 
conductor plant is due to 
come on stream at the end of 
1998. LG also assembles tele- 
visions and microwave 
ovens in north-east England, 
refrigerators in Italy and is 
setting up a joint venture for 
TV assembly in Poland. 
LKG's elec tronics sales in 
Europe last year totalled 
some $L4bn. 


Recent indications of >he 

increasing globalisation of Asian 

firms have included: 

♦ the attempt to shift core 
competency from 
manufacturing to marketing 

♦ the search for global 
competitive advantage 

♦ the creating and leveraging of 
brand name equity 

+ the building of positive 
corporate images globally 

♦ moves from local to global 
R&D and assembly, taking 
advantage of worldwide 


The Globalisation of Asian 

Firms focuses on the six key 

elements of globalisation: 

4- developing global 
competitive advantage 

♦ selecting and entering global 
markets 

4- implementing worldwide 
locational strategies 

♦ designing and'marketing 
global products 

♦ dealing with global 
competitors 

4 globalising organisation and 
management 


This invaluable new research 
and analysis: 

4 defines and illustrates the 


meaning and potential value 
of globalisation 
4 examines the Current global 
strategies and operations of 
Asian-based multinationals 
4 synthesises lessons learned 
from successful and 
unsuccessful efforts by Asian 
firms to globalise their 
strategies and operations 
-4 provides European and 
American multinationals with 
an overview of the global 
strategic moves of their Asian 
competitors 

4 analyses where Asia as a 
region fits into globalisation 
strategies 

4 includes case studies of 
exemplary Asian companies. 
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Korea: Open for Business Asm Business Briefing 

Investment opportunities in Korea have increased considerably in recent years and there is growing 


recognition in Korea of the need or foreign competition. However, many foreign firms operating there have 
encountered significant operating difficulties ana have achieved only mixed results. Using research of 65 
companies currently doing business in Korea, this report provides information and analysis essential to all 
companies currently in or about to enter the Korean market, or doing business with Korean Chaebol 


South Korea: Household Demographics and Market Opportunities CBnt Laurent 

This invaluable resource, for all organisations doing business in South Korea, contains detailed analysis of 
key trends and opportunities in the consumer market - as represented by Hie household decision unit - and is 
supported by extensive data and statistics. This report provides accurate data on key trends in the consumer 
market, and offers the entire core data and analysis necessary for effective business reports and 
presentations. ~ 
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4 SOUTH KOREAN INVESTMENT IN EUROPE 




MANAGEMENT • by Stefan Wagstyi 



Striving for autonomy 


Koreans are late 
starters learning 
international 
administration 
skills 


started globalising 20 years and some trade unions in to follow the exact course set 
ago because international South Korea has coloured down in Korea. There have 
markets have become far the attitudes of Korean mart- been some troubles in same 
more competitive so ded- agers overseas. Samsung in cases,*’ he says. 


sions must be made more particular has a rep u tation However, Daniel O’Brien, 


<mtekly. for being anti-union in South who was managing director 

But at least the rapid Korea, which has raised sus- of Samsung's Wynyard Park 
advance of telecomm unlca- pi dons from trade unionists complex for a nearly year 
tions and air travel means in Europe and elsewhere. before leaving for pe rsonal 


When Samsung earlier this tions and air travel 
year decided to send same of that Ttmwmk breaking into 


before leaving for personal 


•fr** aectaea 10 send same of that Koreans breaking into Samsung says it has no reasons, says workings for 
itsmast senior executives new countries are somewhat trade unions in Europe but Samsung was the sam* as 


from Seoul to foreign post- less isolated than their Japa- promotes extensive inhouse working for any multi 
ings jJ J* 88 “* dea r»st dem- nese counterparts were in management-staff liaison, nati ona l . “Every company 

Otpq ti nn oa — it. . — « « ■ ■ * ■ ■ ■ — _ * . m* v 


onstration so far of the the 1970s. Also, the experi- The decline in trade union has a head office and obvi- 
aetenninanon of South Kor- ence of dealing with Japa- militancy in the UK and ously you have to report 

Aflfl mlCmOuc +n • « ^ % n . ■ ■■ _ _ • _ . 


ean business to globalise its nese companies has made elsewhere in the past decade Twc k on your performance. 


management. 


easier 


host has helped smooth the path. At Samsung it was no differ- 


_ , — — — — — — — — — — - - ^ m xb noo jju 

me group admitted that it countries to cope with toeir Recruiting and promoting m* frmw th» «tm» p^ nrcoo w t 
was no longer enough to rely new visitors in everything foreign staff is one of the any US multinational, 
on capable middle-level staff from providing just-in-time most sensitive challenges Mr O’Brien Is 
to run its overseas deliveries to importing faced by any multinational, a vice-president 


must sejusjHve raaiienges Mr uunen is. now 

n Tn |M _ ^ _ — — feced by any m ultinational , a ‘ vice-president at 

operations. That served to favourite foods. The problem is particularly NCR, the American elec- 

run toe subsidiaries in North Moreover, the biggest Kor- acute for Korean chaebol tronlc equipment company. 

Amanfro T?nrrmt» «nf1 - ^ i xi • . ^ * 




America, Europe and else- ean companies, mostly because they are late-start- 
where, hut It did not do founded after toe second era in toe race for globabsa- 
enough to bring interna- world war, are also generally tion. Catching up in technol- 
tional i n f lu en ces and ideas younger than the large Japa- ogy is simple in rani pari jgnn 
into the core of the group’s nese groups, many of which with the catching up in 
Seoul headquarters. trace their origins to the international wannromant 


in Scotland. 


Daewoo Motors’ management BM-up at fls Worthing Technical Centre In southern 

(vic*-pr*sktant) arid Jim Meson {managing director). 


FINANCIAL MARKETS* by Vincent Boland 




oeow headquarters. trace their origins to the international wannromant 

The personnel change first Half of toe century. As a suite 
reinforced moves which result, the chaebol are still Foreign managers working 
were already in train to mostly headed by their origi- tax Korean companies in 
decentral ise decision-mak- nal founders and/or tmmedi- Europe sometimes 
mg. A European headquar- ate heirs. Executive power is that they are CTtfl u ried from 
ters was set up in London in centralised in the hands of a real tnftn«moA by their Kor- 


A healthy appetite for 


1995. 

Samsung says; “The com- 
pany does not feel any need 


More than $2bn 
has been raised 


very few people at toe heart ean colleagues, that impor- cri fu r thrmioli 
ot&echaeboL tant meetings are held in the SOiar mrougQ 

From the outside, the Korean lan g na g^ and that GDR lis tin gs 
chaebol sttU often seem to be the really significant deci- jjj London 


to "keep control’ of its for- chaebol sttU often seem to be the really significant deci- j n T nnHnn 

eign operati ons fr om Seoul, run as autocratic empires, sions must be referred to m twuuuu 

Instead, it strives pro-ac- even though the pressures of Seoul, leaving little scope for As South Korean companies 


tively to give its European modem business are forcing individual initiative. 


Korean companies are GDR listings in London. . why banks are now being 
already famfliar names to Posco and the Kookmin and seen as key targets: for for- 
European investors. Some Housing & Commercial eign listings is that it is difli- 
havft sought stock market banks each launched . a cult to raise do m est ic equity 
listings in London or else- 5300m GDR programme, and because of rules requiring 
where through issuing now account for nearly half them to maintain a certain 
global depository receipts, toe value of Korean compa- level of dividend pay-out. 
while Kor ean issuers fire- nies listed in London. . This means that - “if you 
quently tap the Eurobond Trading in the GDRs is rel- want to raise capita] as a 


This mpanR that - “if you 
want to raise capital as a 


focus mare an Europe as an markets. Currently, a dozen atively heavy — $5.8bn in Korean bank you are going 


operations and man agers as them to decentralise and Korean companies recog- Investment location, they South Korean companies 1996, three times the level of to have to do it abroad”. 


much autonomy as possi- involve a wider pool of nise the problem. 


ble.” 

However, such policies 
take time to bear fruit Mr 


executives in 
making. 

Mr Cho says: 


are «isn looking to European have taken listing s on the 


decision The highest p r io r ity is put financial markets to raise London Stock Exchange exchange. 


according to the says Darren Sharma, Kotrtia 


on Korean managers learn- the capital needed far global (I -SR ), including some banks. Other South Korean cam- ale in Paris. 


specialist at SodfitS G&n&r- 


Korean ing En glish, often during a expansion. 


Yongdo Cho, an economist companies are highly can- spell at an American unlver- One of the big Asian deals South Korean banks - Kook- tills trend in the next few the French hank, the over- 

at Sheffield University’s cen- tralised conglomerates. They sity or business school. JB in the fourth quarter of this mm Bank. Hana Rank, Cho years to finance European seas liabilities' of Korean 

tre of east Asian studies, keep management decisions Chun, chief executive of Dae- year is the privatisation of Hung Bank, and Housing expansion, especially into banks have increased by 834 

says: “Korean companies are in Korea." woo’a European electronics Korea Telecom. It is set to and Commercial Bank of the underdeveloped markets per cent between the begin- 

quite co mmit t e d to localising However, the degree of operations, says it is in the raise $L25hn in an interna- Korea - have listed their of central and eastern r»fng of 1994 and March this 


Since April last year, four parties are expected to follow According to figures from 


tre of east Asian studies, keep mnnagproont ripHcirmR 
says: “Korean companies are in Korea.” 


quite committed to localising 


Korea - have listed their of central and eastern ntng of 1994 and March this 


companies, but they find centralisation can some- companies' own interests to tional public offering led by shares on the LSE. They Europe where they have year - 68 per cent of which 


this difficult to do. They times be exaggerated. Kor- promote local managers out- Morgan Stanley Dean Witter, 


want to show they’re com- 
mitted to globalising.” 


ean companies tend to be side Korea. 


the US investment bank. 


joined some of the dtaebol, 
including Hyundai Motor, 


somewhat more flexible and' Mr Chun estimates that While most of the issue is Samsung Electronics, and 


already built up a strong ha« a maturity of less than 
presence. The rise in listings one year. .’ ' 


Korean companies are foe- less bureaucratic than Japa- about 70 per cent of Dae- targeted at Asian and US 

tog the same challenges as nese groups- woo’a manag ers in Europe investors, 30 per cent is 

other would-be multination' Chang Choi, professor of are non-Koreans. The tap 16 atmad at Europe, 

als have fac ed in the past, international business at . executives reporting to him its success depends on 


woo’s managers in Europe investors, 30 per cent is 
are non-Koreans. The top 16 aimed at Europe. 


incl u d ing US, European and City University, London, are Koreans, but be expects 
Japanese groups. Like Japa- says: “Korean culture is that in two or three years 


Its success depends on London listings. 


Samsung Electronics, and in London followed the Institutions such as the 
Pohang Iron and steel exchange’s relaxing of the Korea Development Bank 
(Posco), which listed in 1995, rules surrounding the listing and the Export-Import Bank 
toe busiest year so far for of global depositary receipts of Korea . (Kexlm) are fre- 
Londoo listings. in 1994. This year toe LEE quest borrowers on intema- 


exebange’s relaxing of the Korea Development Bank 
rules surauunding the listing and the Expart-Impoit Bank- 


quest borrower s on intema- 


overccming a sharp fen in The influx followed the embarked on a big market- tional capital markets (the 


the Korean stock market and LSE’s move in August 1994 ing drive to South Korea. KDB is also the biggest 


nese companies, they must more individual and less some will be Europeans. “It growing fears among west- to begin listing GDRs. In June, the USE and the issuer of domestic 'bonds). 


cope with tile difficulties 
of operating in western 
countries if they are to 
fully exploit the big 


consensual. So it’s easier to takes time for people to era investors of further cor- Exchange officials claim Seoul stock market also The Korean government has 


absorb non-Koreans.” 


A further challenge for It is a slow process.' 


learn our company culture, porate collapses. The cal- they are now winning busi- signed a memorandum of not issued any intranational 


Korean companies operating Mr Cho, of Shaffiaid Uni- big conglomerates, this year 


lapse of Hanbo and Kia, two ness from Luxembourg, a understanding designed to bonds, which pieans the debt 


markets of North. America overseas is developing satis- v ersify, says there are some- has damaged South Korea’s 


and Europe. 

The challenge is probably 
even bigger than it was 


factory labour relations. 


times tensions between for- image, though many ana- 


A history of hostility and eign managers and their lysts say its fundamental wider pool of capital 


traditional market for GDR “pave the way to closer of the KDB and the IEBK, 
listings, because of greater co-operation between the both state-owned, trades as 
liquidity and access to a two exchanges and encour- quasi-sovereign issues, 
wider pool of capital. age mure Korean companies KDB, in fact, fa*Wm bm> 

lead in the international 


occasionally violence Korean superiors. “Foreign economic outlook remains To date, Korean companies to list in London”. 


when Japanese companies between some employers managers don’t always want good. 


have raised over $2bn via One of the main reasons markets, la unching the big- 


HtUNDAI 


Are 


You 


in 


Over tlie past fifty years, Hyundai 


Our 


Future? 


innovations have made a world, of difference. 


Today, our cars move people In over 190 


countries. Our oil tankers deliver the fuel that 


powers economic development to every 


continent. Our semiconductors store and 



process the data that will take technology to 
the next level And we’ve only Just begun* 
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gust Korean financial ipgta%& 
tion bead - for $75001 - «*>>:-■ 
1996, and a band in JunetfiK£ 7;_ 
year with buflt-in protectiJm^'-^: 
against a ratings downgrade,;- 
which analysts say is 
biggest short-tram risk. KD8j|&: ■ 
is currently rated Ai hjgSl . 
Moody’s and AA- by Stated 
dard & Roar’s.; a* the coup%j& : 

1 try’s sovereign' ceiling. . ^ 
However) in' the wakfcVjjk.- 1 ; 
the crisis sparked by fbetai^ v._ 
lapse of. the, Hanbo- .sti»\?jr> 
group earlier this 
spreads on Korean bonds? 
have widened '.cflnddgMgf .. .. 
despite the country’s gexKfc^ - 
ally favourable economic?: 1 " 
fundamentals: The spread jpfefi f ' 
the KDR’s benchmark bdad . 
has. widened from' 80 barist '7 
points over the relevant ;. 

- Treasury in January to over . 
120 points now-V '■ • 

- Fund managers say- fhaf 
domestic worries qfre casting 
a cloud on Korean equity - 
arid debt; issued Prictng is 
becoming far equity v 

and' convertible offerings, - 
with the. volatile . domestic 
equity market making poten- 
tial Investors nervous. . 
Kexlm launched a DM500m 
bond in September, with one 
member of the underwriting ' 
syndicate describing Korean 
bonds as “a. little Ut-of an 
adventure at the moment”. - 
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COPPER 

From computers to cars, the modem world’s 
appetite for copper is as healthy as ever. 
Kenneth Gooding reports 

Ancient metal 
much in demand 


Copper may be the most 
ancient of metals hut the 
modern world could not 
function without iL 

Only three weeks ago 
International Business 
Machines said it had 
achieved a breakthrough in 
the manufacture of com- 
puter chips by using copper 
instead of aluminium for the 
metallic circuitry Unking 
transistors on a semiconduc- 
tor. IBM said the use of cop- 
per would enable it to fit 
more computer logic on 
chips for mobile telephones, 
hand held computers and a 
wide range of new electronic 
products. 

Of course, the chips are so 
small that even when mil. 
lions are being produced it 
will make very little differ- 
ence to total copper demand. 
But many other thing* con- 
sidered to be necessities for 
a civilised existence absorb 
huge quantities of the matai 

Switch an a light and It 
works, almost certainly, 
because copper wiring is car- 
rying the current Turn an a 
tap and there is a good 
chance the water will flow 
through copper pipes. 

So copper is still one of the 
most useful materials dug 
from the earth. Its malleabil- 
ity, conductivity, ductility 
and, in alloy form, its tensile 
strength and corrosion resis- 
tance make it an extremely 
versatile metal. 

When alloyed with ghm to 
make brass- it is ductile 
enough, when hot, to forge 
into Intricate shapes for 
valves and taps yet, when 
cold, it has such good mach- 
ining characteristics that it 
is used as the. standard by 
which the nrnhhinflhiHty of 
all other materials is Judged. 

Developing couhtrfee-Seed 
copper if their economies are 


to grow - for plumbing, tele- 
communications and so on - 
and developed countries 
absorb huge quantities in 
consumer goods and 
vehicles. 

Demand for copper has 
been increasing strongly on 
the back of economic growth 
in Asia. Supply is assured as 
big new min es have been 
developed, particularly in 
South America. 

“There has been a reluc- 
tance to recognise the 
improving prospects for cop- 
per demand, perhaps 
through unwillingness to 
accept that the most ancient 
of metals still has a central 
role to play in the most mod- 
em technology and that cop- 
per Is as necessary as the 
current that it carries,” sug- 
gests Martin Thompson, 
commercial adviser to Rio 
Tinto, the world's biggest 
mining company. 

“In general, the greater 
the demand for electricity - 
and with the proliferation of 
electric equipment of all 
sorts its growth is not in 
doubt - the greater the 
demand for copper. And this 
has been demonstrated by 
its performance in recent 
years.” 

Today, even conservative 
forecasters suggest that cop- 
per consumption is growing 
at an annual 3 per cent A 
decade ago half that rate 
was thought to be optimistic. 

In 1987 the world was still 
suffering from the shocks 
generated by two ail supply 
crises. These hit Interna- 
tional trade hard. Copper 
was also suffering as many 
items were “downsized”, or 
made smaller. Technological 
breakthroughs allowed the 
wall of copper tubing to be 
made much thinner- and 
thinner wire was used for 


electri cal applications. Sub- 
stitution of copper by other 
materials was taking place. 
It was difficult to be partlcu- 
- lariy optimistic about the 
outlook for the metal 

However, most of these 
were one-off ch an ges. Since 
the late 1980s world trading 
conditions have been good 
and developing countries 
have prospered. 

In industrialised countries 
the Introduction of air condi- 
tioning absorbed huge ton- 
nages of the metal. 

Also, in the past 10 years 
the US, the most advanced 
economy, showed a healthy 
appetite for copper-using 
gadgets. For example, while 
copper suffered at first from 
the substitution of alumin- 
ium for car radiators, the 
amount of copper in cars 
continued to grow because of 
the numbers of electric 
motors needed in modern 
vehicles - to raise and lower 
windows, for rear screen and 
headlight wipers, to raise 
radio aerials and even to 
propel car seats backwards 
and forwards. 

The copper mining and 
smelting Industries have 
struggled to keep up with 
rising demand. There were 
substantial unexpected cuts 
in production caused by 
political turmoil in Africa 
and Papua New Guinea. Out- 
put from the copper belt that 
straddles Zambia and Congo 
(formerly Zaire), one of the 
principal suppliers In the 
past, has dropped dramatic- 
ally and the big Bougainville 
copper mina in PNG was 
completely shut down. 

Memories of poor profit- 
ability in the 1970s and 1S80 b 
remained strong in the 
minds of executives at the 
mining houses in North 
America and Europe so they 
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were reluctant to move 
ahead with new projects. In 
any case, it can take 15 years 
from the discovery of a min , 
era! deposit to the day that 
the first metal is produced. 
The investment can be huge, 
particularly in smelting 
capacity - a new smelting- 
refining complex will cost 
more than US$lbn. 

Nevertheless, in the early 
1990s, when confidence 
returned, many substantial 
copper projects were started 
and man y more are on the 
way. Most of these projects 
are in Chile which in the 
past 10 years has overtaken 
the US as the biggest copper 
producing country. 

Chile is steeped in copper 
mining tradition. The state 
owned Codelco group 
remains the world's second 
biggest producer, accounting 
for 14 per cent of the global 
total last year, and by a 
happy coincidence Chile 
switched to a democratic 
political system at a time 
when the world’s need for its 
copper was growing fast. 


The new political environ- 
ment and Chile’s economic 
stability, coupled with the 
government's willingness to 
accept investment from for- 
eign mining groups, sparked 
an exploration boom. 

Chilean copper output 
increased by 24 per cent, or 
604.000 tonnes, to top 3m 
tonnes last year, about one 
third of total western world 
production. Much of last 
year's increase came from 
Escondida, a mine that Bro- 
ken Hill Proprietary of Aus- 
tralia and Rio Tinto, the 
Anglo Australian group, 
brought into production six 
years ago and which has 
become the world’s biggest 
copper mine, overtaking 
Codelco's Cbuquicamata. 

Present mine projects are 
extending Chile's lead as the 
biggest primary copper pro- 
ducer. Its net annual produc- 
tion capacity is scheduled to 
increase by 1.2m tonnes by 
2000. The biggest addition 
will come from Collahausi, 
at Ujina, near Chile’s border 
with Bolivia, owned by 


Falcon bridge of Canada and 
Minorco, part of the Anglo 
American Corporation of 
South Africa. Collahausi is 
scheduled to start up in 1999 
and produce an annual 
330,000 tonnes of copper. 

Elsewhere in the world, 
the Grasberg mine, in the 
remote highlands of Irian 
Jaya. Indonesia, might one 
day overtake Escondida as 
the world's biggest copper 
producer. Grasberg last year 
produced 504,000 tonnes of 
copper and this may be 
expanded to 800,000 tonnes 
by 1999. Grasberg is owned 
by Freeport Copper & Gold, 
a US company in which Rio 
Tinto has a substantial 
minority holding. 

In contrast with this boom 
in new mines, changes in 
smelting and refining capac- 
ity have mainly been limited 
to expansions at existing 
plants. Rio Tinto has built a 
new smelting-refining com- 
plex at Salt Lake City, near 
its big Bingham Canyon cop- 
per-gold mine, but this is 
replacing existing plant 


Also, there has been rapid 
growth of a relatively new 
technology, solvent extrac- 
tion-electrowinning (or 
SX-EW). which dramatically 
lowers production costs by 
eliminating the need for a 
refinery. Unfortunately for 
the industry, not all copper 
ore is suitable for SX-EW 
treatment but of the 376,000 
tonnes of extra copper mined 
last year. 45 per cent was 
“ electro won” - 

The Importance of SX-EW 
cannot be over emphasised. 
It is bringing costs down, 
enabling producers to sur- 
vive much bigger dips in 
price, and will make a last- 
ing contribution to the 
industry. 

On the other hand, events 
last year that caused the big- 
gest d rama the copper mar- 
ket bad ever experienced 
will almost certainly fade 
quickly away. On June 14, 
1996. Sumitomo of Japan 
announced it had sacked its 
chief copper trader, Yasuo 
Hamanaka, because he had 
lost US$Z-Sbn (later revised 


upwards to $2.6bn) by unau- 
thorised trading. 

Worries about whether Mr 
Hamanaka had built up a 
great stock of copper that 
would have to be sold off 
quickly bore heavily on 
prices at the London Metal 
Exchange, the world's pri- 
mary metals market. Most 
copper contracts signed any- 
where in the world make ref- 
erence to LME prices. From 
a peak of 129 cents a pound 
in May, the copper price fell 
to 85 cents in June, a drop of 
35 cents, or nearly 30 per 
cent. 

Amid all the turmoil, how- 
ever. the LME's copper 
stocks continued to fall and 
within a year the price was 
back at the level it had 
achieved before tbe Sumi- 
tomo crash. 

“The importance of the 
Sumitomo debacle was 
greatly exaggerated, at least 
as far as the copper industry 
is concerned,” Mr Thompson 
insists. “It is likely that any 
lasting effect on the copper 
market will be modest." 



It takes a growing 
international business 


to meet a growing 
global need. 


KME is the world's largest supplier of finished and semi- 
finished copper and copper alloy products, providing 
essential materials and applications expertise for industries 
ranging from construction through engineering to 
electronics. 

Based in Germany, France, Italy and Spain, we're 
also pioneering the art of cross-border management in 
our four divisions: Tubes, Rolled Products, Brass and 
Special Products. 

Result healthy and accelerating financial growth for us. 

And even stronger and more firmly-based commercial, 
scientific and technical support for our customers around 
the globe. 



Experts in copper Member of the SMI Group 
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FINANCIAL PERFORMANCE • by Kenneth Gooding 


Prices fell, not 
performance 


Indications point 
to 1996 being a 
good year for the 
industry, but not 
a great one 

Copper mining has been 
very rewarding financially 
in the past two years- In 1995 
copper producers ranked 
first among the metals sec- 
tors, whatever financial cri- 
teria was used. The industry 
failed to maintain this rank- 
ing last year but generally 
moved down to no further 
than second place. 

Even though copper prices 
fell on average by 22 per 
cent last year from the 1995 
level - a bigger drop than 
for any other metal - tight 
cost control protected the 
sector's aggregate perfor- 
mance. 

South African gold produc- 
ers had higher operating and 
pre-tax profit margins than 
copper producers in 1996, 
while South African plati- 
num producers had higher 
financial returns. 

Nevertheless, copper was 
still a better business to be 
in than al uminium, lead- 
zinc. nickel or silver produc- 
tion, while copper companies 
were also more profitable 
than diversified suppliers 
and non-South African gold 
producers. 

All this can be seen from 
comparisons provided by the 
CRU International consul- 
tancy in its World Minerals 
Financial Review. This 
assesses the world mineral 
industry's financial perfor- 
mance and sets it in a 
mprfinm and long-term con- 
text by presenting the statis- 
tics in a way that mimics 
one of the larger mining 
company's annual reports. 

There are 30 companies in 
the CRU copper sector sam- 
ple that are now, or at one 
time were, primarily 
involved in copper produc- 
tion, ranging in size from the 
US and Chilean majors - 


Phelps Dodge. Codelco, 
Cyprus Amax and Asarco - 
through medium-sized 
groups such as Nord- 
deutsche AfOnerie, KGHM 
and ZCCM, down to quite 
modest suppliers such as 
O’okiep. Princeton and Aur 
Resources. 

However, seven of the 
companies in the sample 
have not yet reported for 
1996 (Gecamines of the Dem- 
ocratic Republic of Congo, 
formerly Zaire, has not yet 
reported for 1995) but most 
of them are small companies 
and their combined turnover 
is likely to be less than 10 
per cent of the total 

CRU says that, following 
the foil in the average cop- 
per prices last year, it comes 
as no sur pri se that virtually 
every big copper producing 
company was less profitable 
than in 1995. 

As copper production 
increased by 8.3 per cent in 
the western world, however, 
the industry’s turnover did 
not foil as for as prices. CRU 
estimates that the industry's 
aggregate operating revenue 
fell by 15.2 per cent to 
$2L65bn- 

Operating costs were also 
cut in 1996. Unit operating 
costs were reduced by 13J> 
per cent to $l8-44btt. 

As a result of this 
restraint, last year's profit- 
ability held up reasonably 
welL At all levels, the indus- 
try’s profits were down from 
the heady heights seen in 
1995 but were ahead of the 
results for 1994 and substan- 
tially better than the poor 
figures for 1993. 

The industry’s bottom line 
- net earnings after taxes 
and all charges - showed a 
profit of $i.2bn last year, 
down from $2.1bn in 1995 but 
slightly ahead of the $l.l8bn 
for 1994. In 1993 the indus- 
try’s net earnings were only 
$282m. 

CRU points out that only 
three companies have so for 
reported a loss at the bottom 
line for last year. ZCCM's 


$156m loss was particularly 
significant, however. At the 
other extreme, Phelps Dodge 
and Codelco between them 
accounted for 70 per cent of 
all copper producers' bottom 
line earnings in 1996. “Codel- 
co's performance was per- 
haps the most noteworthy in 
that it contrasted with a bot- 
tom line loss (of $13.4m) in 
1993." says CRU. 

The copper sector’s aggre- 
gate return on capital 
employed was 11.1 per cent 
in 1996, down 7.6 points from 
1995 but still some way 
above the 3.4 per cent of 
1993. Only ZCCM, KGHM 
and Gold Fields Namibia 
deteriorated on this measure 
in the last three years. How- 
ever, Southern Peru Copper 
Corporation and Phelps 
Dodge's returns slipped last 
year. 

Returns on shareholders* 
equity averaged 7.5 per cent 
in 1996. down from 13 per 
cent the year before but up 
from L9 per cent in 1993. At 
38 per cent the industry's 
gearing, or debt to equity 
ratio, was the highest figure 
CRU has recorded since the 
statistics were first collected 
and analysed in 1986. “Not 
too much should be made of 
this, since gearing in the 
copper sector has histori- 
cally fluctuated only within 
a narrow range," says CRU. 

It adds: “Freeport Copper 
and Cyprus Amax mi ght be 
the only companies with 
worries on this score. 
Indeed, even though gearing 
at Freeport ended last year 
at 77 per cent it could be 
argued that this was not 
excessive given the compa- 
ny's high profitability and 
historical earnings growth. 
Cyprus' increased gearing 
might, however, present 
more problems If the assets 
it has purchased through 
debt fail to perform.” 

World Minerals Industry 
Financial Review from CRU 
International. 31 Mount 
Pleasant, London WC1X 
QAD, England. ESSO. 
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SUPPLY • by Kenneth Gooding 

Bulls in need of China 



Industry optimists 
see consumption 
in China staving 
off global copper 
surpluses 

Opinion among analysts, 
forecasters and other observ- 
ers about copper's prospects 
is more than usually divided 
at present. 

The bearish, or cautious, 
view is that there might be a 
tidal wave of new production 
breaking over the market, 
bringing with it a big supply 
surplus starting next year. 

The bullish, or less cau- 
tious. view is that annual 
copper consumption is grow- 
ing by as much as 5 per cent 
while the anticipated rise In 
production will be flattened 
out by start-up delays and 
delays in reaching full 
capacity - such as those fre- 
quently experienced by 
plants using the new solvent 
extraction-electro w i n ning 
technology. 


Western world copper demand 
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Some of the most consis- 
tently accurate forecasts of 
copper supply and demand 
in recent years have crane 
from Asarco. the world's 
fourth largest privately 
owned copper producer. It 
has never been willing to 
accept the growing consen- 
sus that there was to be a 
big surplus of the metal 
before 2000. Nevertheless, at 
the end of September Asarco 
became less bullish as it 
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revised its forecasts in the 
light of slowing economic 
growth in Asia. 

Whereas Asarco previ- 
ously was expecting a supply 
deficit of 53,000 short tans 
(2,000 pounds each) this 
year, it is now predicting a 
small surplus of 15,000 tons. 

Next year’s forecast deficit 
will also be lower than 
Asarco had suggested earlier 
this year. 108.000 tons 
against 149,000 tons. 

Asarco has broken with its 
habit of forecasting only one 
year ahead and is now offer- 
ing predictions to 2000. It 
sees a supply surplus of 
77,000 tons in 1999 and a defi- 
cit of 10,000 tans in 2000. 

Richard Osborne, chair- 
man. told a Morgan Stanley 
Dean Witter Metals Confer- 
ence: “For 1997 and the next 
three years this adds up to a 
net deficit of 26.000 tons, a 
far cry from the wave of sur- 
pluses we’ve been hearing 
about since 1993. We think 
copper's fundamentals 
remain strong and we are 
optimistic about its future.” 

He said Asarco’s forecast- 
ing team had cut growth 
projections for south east 
Asia by 140.000 tons, or 9.1 
per cent, in 1997 and 110,000 
tons, or 7.7 per cent, in 1996. 
Asarco now expects western 
world copper consumption to 
increase by 23 per cent this 
year and by 3 per cent to 
1998. Annual growth of 3 per 
cent Is expected to 1999 and 
2000. 

This estimate is signifi- 
cantly below the 3£ per cent 
growth in western world 
copper consumption over the 
last five years or the 3.4 per 
cent growth to toe past 10 
years.” Mr Osborne pointed 
out. “During the latter 


period, toe world saw three 
recessions in major copper 
consuming countries, a tidal 
wave of metals exports from 
toe CIS and a shift to other 
materials in several major 
markets, such as automobile 
radiators and telecommuni- 
cations long lines.” 

Asarco sees copper “avail- 
able to the west” increasing 
from 12.6m tons in 1997 to 
14£m tons in 2000, a com- 
pound growth rate of 4.7 per 
cent It expects exports from 
the farmer Soviet Union and 
Poland to remain flat 

Mr Osborne said Asarco 
was more bullish than most 
because many other analysts 
underestimated China’s 
influence on copper con- 
sumption. “We believe Chi- 
nese consumption will 
increase by more than 10 per 
cent a year through 2000 
based on official Chinese, 
estimates of an 8 per cent 
annual gross domestic prod- 
uct growth. Actual GDP 
growth rates to China have 
been substantially to excess 
of that in recent years." 

China had smelting and 
refining capacity substan- 
tially to excess of its present 
mining capacity, so much of 
its growth in copper con- 
sumption would be supplied 
by imports of concentrate, 
blister (intermediate materi- 
als) and scrap, in addition to 
increasing amounts of 
refined copper. 

Peter Hollands at Blooms- 
bury Minerals Economics, a 
specialist copper consul- 
tancy, goes as for as to sug- 
gest the London Metal 
Exchange - copper price 
depends on toe behaviour of 
the Chinese Strategic 
Reserve Bureau. “The SRB is 
to effect operating a buffer 


stock, trying to keep prices 
above roughly 95 cents- a 
pound (US$14384 a tonne), bs 
below that level many Chi- 
nese producers -suffer badly;, 
but below 110 cents ($2,424), . 
as above that level imports, 
become too expensive,” he 
says. • 

“If that is correct, then to . 
keep prices in that range, 
they would need to keep 
LME stocks between, r say, 
225,000 tonnes and 325,000 
tonnes. Our calculation sug- 
gests they could do, this 
without raising SRB stocks, 
much "above their mid-1994 
level of iaround 225,000 
tonnes. So it is probably 
achievable." says Mr Hol- 
lands. 

BME attracted consider- 
able attention recently 
because it devised a new 
method of analysing the cop- 
per market after it became 
frustrated about apparent 
contradic tions in of fi ci al sta- 
tistics. 

Mr Hollands says toe tech- 
nique; requiring tremendous 
attention to detail, involves 
first looking at global pro- 
duction and consumption 
figures; hot just at those for 
the western world. 

Allowances are then made 
for material locked up in 
essential working stocks, for 
government stockpiling, or 
for disposals and finally the 
net result is achieved - “the 
balance as actually experi- 
enced in toe market place,” 
he says. 

Mr Hollands suggests that 
it is no longer possible to 
calculate the western-world 
copper market balance 
because there are no data far 
the physical transfer of cop- 
per between east and west 
there are only customs clear- 
ance data. . . . 

He points out that toe 
“tidal flows backwards and 
forwards” between LME 
bonded warehouses and the 
SRB's bonded warehouses In 
China do not Involve cus- 
toms clearances at either 
end and therefore go unre- 
corded -to toe official trade 
statistics.' 

“Western world balances 
have become so approximate 
and so subjective that they 
have ceased to be analyses 
at all. They are just toe 
expressing of opinions,” Mr 
Hollands says. 


KGHM steps up its presence in London 

KGHM Polska Miedz S.A. - Polish copper mining giant is stepping up its presence in London. This 
follows die recent simultaneous flotation of the Company in London and Warsaw. 

KGHM Polska Miedz S.A.. with its output of 425.000 tpy, is the biggest copper producer in Europe 
and the fifth in the world. Refilled silver (99.99 purity), produced by die company (around 30 million 
troy oz p.a.) as a by-product, gives it first joint place (with Penok» of Mexico) as a world leader. The 
company is one of die biggest in Poland in every aspect (turnover, profits, export earnings} and a 
major force in the Polish economy. 

After over 5 years of debates if and how to privatise this jewel in the crown of Polish economy, die 
company was finally floated in Warsaw and London on 10th July this yew. Oot of 200 million of 
company shares 35.7m were destined for die Loudon Stock Exchange where they trade as Global 
Depository Receipts (GDRs), 30m were sqld through the Warsaw Stock Exchange, 30ra axe to be 
allocated to the employees of the company. The rest remains for now in the hands of the Stare 
Treasury. The IPO was the biggest privatisation in Poland so fin. 

London outpost of die company - KGHM Pofisb Copper Ltd - is not new. It was established here in 
1991, when the copper producer cut cut the third parties and created its own sales structure. For '6' 
years this City company (previously known also as KGHM Polmet Ltd) was trading physical copper 
with ail of Europe and beyond and was very active in LME operations, generating additional profits 
for the parent. 

With the flotation of its only shareholder die role of KGHM Polish Copper Ltd dramatically, 
increases. Apart from its traditional function of a physical trader and LME operator, it tain^ on board 
an investor relations role. In fact it has always been the first paint of contact in the City for many trade 
and investor clients alike. It’s exceOem location near Moorgate, helpful and knowledgeable staff and" 
long experience of its (Erectors makes it a venue of choice for many with an interest in KGHM. A 
good deal of a year-long preparatory work which led to die flotation was also conducted here with 
active participation of the directors. The small, but efficient, team was strengthened Ian year by an 
addition of two new Polish directors, which reflects the growing role of the company- in a corporate 
structure. Video conferencing linkage currently being installed wfll further integrate London and 
Lubin (where die mines are). Offices in Moorgate are also a school of a kind - I 6r 2 trainees from' the 
parent company are always supporting the trading team. Needless to say that in October - during fee 
LME week when the whole copper wodd descends on London -KGHM Pofish Copper Ltd becomes 
die bub of activity for the whole group. 

If you have as interest in KGHM - tins Polish success story of the nineties and want to know more - 
about KGHM Polish Copper Ltd or its parent, either visit their website, wwwjMfishoonperxtttn, 
call 444-171-528 98 48 or fax +44-171-628 7204. Or. if you are lucky, you may stumble across one of 
“ nnmerous in “ aiiationaJ «mfereoces and seminars. They were spreading good news' 
about KGHM at 8 such events in the last 12 months and there is moreto come. So_ 
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Construc tion & electricity: the fight against competition is being led by new applications, says Michael Peel 


New tricks make 
material difference 


Copper the currency for wire service 


Old uses in new 
markets and new uses 
in mature markets will 
maintain demand 

Producers of copper electrical 
components have decided that the 
future lies in Asia, where 
developing countries are building 
extensive electricity networks. 

Meanwhile the industry is trying 
to preserve its share of mature 
markets by demonstrating that it is 
still viable to use copper for 
telecommunications. 

Electrical products account for 
about half of the 13m tonnes of 
fabricated copper that is 
manufactured each year. About 5m 
tonnes or copper electrics are sold 
in the mature European. US and 
Japanese markets. 

The remainder goes to Asian 
countries other than Japan. China 
alone consumes about 500,000 
tonnes annually * a figure that has 
been growing by between 6 and 12 
per cent each year. “We have major 
growth opportunities in Asia.” says 
Brian Moreton, chief executive of 
the European Copper Institute. 

'We have an enormous new 
industrial nation in China, so there 


is an enormous demand for 
underground and overground 
systems and cables." 

The ECI argues that countries 
developing their electrical 
infrastructures ■ such as India, 
Thailand, the Philippines, Malaysia 
and Indonesia - should use large 
diameter copper wires as standard . 
for ma ximum safety and energy 
efficiency. 

The electrical resistance of a wire 
is proportional to the square of its 
radius. The greater the resistance, 
the greater the energy loss. 

The ECI hopes to persuade 
developers in China to use larger 
diameter wires. “They make a very 
thin copper wire carry a heavier 
current than we would In Europe,” 
says Mr Mcrreton. 

"We are promoting the 
advantages of copper for electrical 
efficiency purposes. This means 
larger cabling - that would perhaps 
represent a 5 to 10 per coot Increase 
in copper usage* 

The industry is trying to increase 
sales of electrical cables in Europe 
by arguing that offices need to use 
more copper to reduce the risk of 
computer data loss. “Computers 
cause electrical problems which can 
result in the power supply being 


tripped." says Mr Moreton- • 

".We have had situations where . 
everything has -closed down in 
highly computerised offices. You 
have to use more copper contacts in 
your cabling system to prevent 
this." 

The Ed also sees a si g nificant . 
future use for copper in office 
communication. Mr Moreton says it 
is premature to say that copper has 
been replaced by fibre optics as the 
material of choice for . 

^I^wwrni HTi iflaHflrm systems. "We 
have been through a period where 
everyone has written off copper but 
the situation is not as bad as has 
been reported," hesays. 

"Fibre optics are primarily . 
designed for very high density 
king-distance traffic but not for 
local traffic within a business.". 

Fibre optics conduct-light 
impulses which are converted back 
to electricity by special - and 
expensive - transformers. The 
EG argues that it is most cost, 
effective to place a single 
transformer at the edge of the 
building and to conduct the . . 
resulting electricity around the 
premises through copper wires. 

Some 70 per cent of 
telecommunications cables are - 


within buildings. “We still have the 

majority of telecommunications 

within businesses," says Mr 
Moreton. 

"Although we have lost market 
share there has been an Increase in 
the amount of telecommunications 
so we haven't seen the enormous 
losses that had been forecast" 

Simon Payton, secretary general 
of the International Wrought 
Copper Council, says the future for 
copper lies in local communication 
systems. “Although the revolution 
in the telecommunications industry 
has changed the nature of telephone 
lines, people are demanding more 
and more phones in their houses 
and that will need copper cables. 
Also data cables used in local area 
networks and office buildings will 
be copper." 

Copper wires can now be used to 
carry images as well as phone cell s 
Mr Moreton hopes this will help 
copper to challenge fibre optics far 
the domestic communications 
market. “This means that for homes 
you can do everything with a 
copper wire that you previously 
needed fibre optics for. We think 
that kind of advance will help us 
stave off competition from fibre 
optics for 10 to 15 years." 


TRANSPORT • by Charles Batchelor 


A metal to move with the market 


Versatility and 
aesthetics are to 
the fore as copper 
battles in the 
building sector 

As' demand from the 
construction industry for 
copper has been eroded by 
competition from other 
materials, the copper indus- 
try has responded by trying 
to develop niche uses in mar- 
kets which will provide con- 
sistent demand for the 
metal. 

Products used in construc- 
tion account for about 30 per 
cent of the X3m tonnes of 
fabricated copper manufac- 
tured each year. Of the 1 m 
tonnes used for building in 
Europe, about 60 per cent is 
incorporated in plumbing 
systems, while another 25 
per cent is used for roofing. 

The industry feces a battle 
to protect its status as the 
material of choice for Euro- 
pean plumbing systems. 

Between GO and 90 per cent 
of European pipe networks 
are made of copper. “We are 
seeing a significant chal- 
lenge in most countries from 
plastic and, to a lesser 
extent, from stainless steeL" 
says Brian Moreton, chief 
executive of the European 
Copper Institute. 

"We have to say that there 
is now quite a significant 
competitive battle between 
plastic and copper. But cop- 
per is holding its own and in 
many countries we are 
increasing market share,' At 
the moment, we see our- 
selves as offering a superior 
product in terms of a trou- 
ble-free and long service life 
and we believe we have the 
edge on plastic in terms of 
total installa tion costs." 

It is important that the 
industry burnishes the 
image of copper at a tin™ 
when many Asian countries 
are looking to install plumb- 
ing networks as. part, of 
extensive infrastructural 
investment. Simon Payton, 
secretary general of the 
Intematiohal Wrought Cop- 


per Council, says: “In West- 
ern Europe the focus is on 
south-east Asia in particular 
but we shouldn't forget the 
potential of Irnfla.” 

As sections of the popula- 
tion in the developing south- 
east Asian nations have 
become wealthier, the 
demand for luxury goods, 
such as air conditioning 
systems and refrigerators, 
has increased. 

Heat exchangers for these 
products are often made of 
cqpper but the metal faces 
competition from alumin- 
ium. “People are looking for 
something which is compact, 
efficient and cost effective to. 
run so copper edges out alu- 
minium on that basis,” says 
Mr Moreton. 

In the automotive indus- 
try, copper has lost out to 
aluminium, which most 
manufacturers use for car 
radiators to save space. Mr 
Moreton thinks this attitude 
is short-sighted: “We still 
have a job to do on the auto- 
motive industry to convince 
them that copper-based prod- 
ucts in cars weigh less than 
the aluminium version. Alu- 
minium is smaller but by the 
time you have the water in 
the overall system, weight 
can be higher for aluminium 
than for copper.” 

Copper faces a battle 
against s tainless steel for the 
favours of the offshore 
industry. Copper is more 
expensive but tends to last 
longer. 

Tun gum Hydraulics has 
supplied Shell/Royal Dutch 
and British Petroleum with 
Tungum, its copper alloy. It 
says many engineers are too 
conservative to consider 
switching to copper-based 
construction materials. 
“There is nothing new in the 
use of copper alloyB where 
maintenance-free resistance 
to sea-borne corrosion is 
required," says Tim Clark, 
marketing director. 

"Tungum alloy has been 
around for 60 years and was 
developed specifically to 
weather the effects of sea- 
water, spray and . salt-laden 
atmospheres." 


Mr Clark claims that Tun, 
gum lasts four times as long 
as stainless steel, more than 
offsetting the price differ- 
ence. 

With cqpper facing fierce 
competition from other met- 
als in many of its established 
markets, the industry has 
looked to generate demand 
in sectors which are minor 
users of the metaL 

Copper sprinkler systems 
have grown in popularity 
with companies which have 
had to install them unex- 
pectedly to comply with 
safety legislation because a 
copper network can be bent 
and shaped to fit the aesthet- 
ics of a building. 

The new Globe Theatre in 
Southwark, London, used 
copper to allow it to install a 
sprinkler system which did 
not visually impair the 
building. 

The use of copper for 
architectural roofs has also 
grown si gnifican tly in recent 
years. The metal has been 
used in countries such as 
Germany and Japan, where 
traditional roofs are popular, 
and in some new buildings 
in the US. 

Hie use of alloys of copper 
in interior decoration has 
also increased. Mr Moreton 
says: “People respond well to 
the warmth and colour of 
brass so we are seeing 
people using it more and 
more to add to the quality .of 
a building. We also see it as 
a way of keeping a positive 
image of copper in front of 
consumers." 

Mr Payton says there is 
little money to be made in 
making commodity copper 
products for the construc- 
tion industry. “It's a very 
competitive Industry - there 
Is a certain amount of over- 
capacity and therefore we 
have got to be pretty nimble 
to make money out of the 
commodity product side of 
the business. 

"If we can combine volume 
products with high added 
value sectors then those are 
going, to be the winning 
products from our point of 
view." 


For centuries, 
copper has been 
a vital component 
for travel by land, 
air and sea 

Copper plays a crucial role 
in meeting the needs of the 
transport sector. It has wide- 
spread and growing applica- 
tions in the electrical 
systems of cars, trains and 
aircraft while its ability to 
resist corrision guarantees 
its use at sea. 

Nine per cent of the cop- 
per produced goes into the 
vehicle industry and some of 
the 15 per cent which goes to 
the electrical industry also 
ends iq) in cars, says Chris- 
toph Geyer, head of market- 
ing at KM Europa Metal, the 
largest world processor of 
copper and copper alloys. 


Copper's qualities as a 
conductor of electricity and 
its durability in hostile con- 
ditions have made it a natu- 
ral choice in many applica- 
tions. Nelson's victory at 
Trafalgar owed much to his 
copper-bottomed ships, 
which could survive months 
at sea blockading ports and 
yet still put on a fast turn of 
speed when called upon to 
fight. 

The variety of electrical 
systems to be found in the 
modem car has created a 
growing market for copper 
wiring and connectors. Some 
of the larger top-of-the mar- 
ket cars have as many as 100 
electrical motors while the 
average family car will 
require lkm of cable contain- 
ing about 15 kilos of cqpper. 

“The use of copper In cars 
follows a zig-zag line," says 
Vin Calicut, technical direc- 


tor of the Copper Develop- 
ment Association. “It goes 
up as the manufacturers put 
more in and down when 
they miniaturise. But the 
long term trend is up.” 

The wiring harnesses 
which go into cats represent 
the second most expensive 
component after the 
vehicle's steel frame, accord- 
ing to Mike Lawson, general 
manager of Lucas Mats, 
which uses more than 7,000 
tonnes of copper a year, pri- 
marily in car wiring assem- 
blies. 

One traditional use of cop- 
per in vehicles - in radiators 
- has been much reduced in 
recent years by the advent of 
the aluminium radiator, 
which has the advantage of 
being lighter than the exist- 
ing cqpper product, though 
the industry is fighting back 
with a new design. 


A new lightweight copper 
radiator is being developed 
with thinngr fins and nar- 
rower brass tubes which, in 
turn, will reduce the amount 
of coolant needed. 

In the air and rail sectors, 
copper is applied in the 
increasingly sophisticated 
electrical systems of aircraft 
and trains. The hydrauli- 
cally powered landing gear 
of aircraft also rely on cop 
per tubing. 

An important rail use is in 
the overhead wiring or cate- 
nary. The progress of a 
300kph train puts enormous 
stresses on the catenary, 
throwing up a “wave" in the 
wire 500 metres ahead of the 
train. To prevent the train 
losing contact, the catenary 
has to be tightened, reducing 
the life of the wire. KM Eur- 
opa is working on a new 
alloy to extend the life of 


overhead wiring, says Mr 
Geyer. 

Copper-bottomed wooden 
ships may have been rele- 
gated to maritime museums 
but copper is finding new 
uses on some small boats, 
including yachts and fire 
boats. Despite some substitu- 
tion by steel, copper-nickel 
alloy is also used widely in 
the tubing of steam turbines, 
in hydraulic steering 
systems and in ships' desali- 
nation units, says Simon 
Payton, secretary general of 
the International Wrought 
Copper Council. 

The challenges to copper 
from lighter or cheaper 
rivals, such as aluminium 
and steel, will not go away 
but the increasing sophisti- 
cation of the electrical 
systems for most forms of 
transport suggests growing 
demand for the metaL 


“ Products axe already judged 
according to their environmen- 
tal values", Mara Koponen, 
Outokumpu's Vice President— 
Environmental Affairs, notes. 
“And notjusr the products ■ • 
themselves, buc even how their 
raw materials - including met- 
als - are manufactured. I am 
convinced that increased re- 
sponsibility can be a beneficial 
sales argument; for metals and 
related technology. If chat's true 
for us I'm sure the same goes 
for many of our customers’ 
products as well." 

Those who can, 
nrai^st caret 

At Outokumpu we believe that 
responsibility must cover all the 
metals technology we use and 
marker as well as every stage of 
metals production. In addition, 
we feel it is vital to ensure' that 
environmental soundness is never 
merely an add-on feature bur an 
integral part of every process. 

And as a global, multi-metal 
manufacturer we have both the 
resources and the abilities to act 
according to our principles. 

No quick solutions 

But deep down, why do we 
operate this way, fully aware 



» day s< 
will ask how our 
*tals were mad< 


n< 


that added responsibility can 
not. as yet, affect metal prices? 

Well, the plain fact is chat 
one doesn’t open mines or build 
smelters for just a few years, 
one has to build them for dec- 
ades to come. That’s why we 
need to look into the future. 
To protect our investments and 
ro ensure continuous operations. 

I 

We firmly believe char only 
those who manufacture metals 
responsibly, manufacture them 
successfully. That’s the simple 


reason behind our commitment. 
One we trust you can pass on 
to your customers — for the ben- 
efit of all. 

For more information, please 
wrire to Outokumpu Oyj, 
Corporate Communications, 
P.O. Box 280, 

FIN-02101 Espoo, Finland, 
or fax +358 9 421 2429. 
Internet: www.outokumpu.com . 
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Vila do Rio Does 


Privatisation of 
Compania Vale do 
Rio Doce, Brazil 


Rio Algom Limited 


MINING 

Acquisition and project 
financing of the 
Antamina 
Copper Project 
Peru 


Antofagasta Holdings 

if 

SfECMftP 

US$i . 5 billion financing 
of the Los Pelambres 
Copper Mine Expansion 
Chile 


Government of the 
Republic of Zambia 



Privatisation of 
Zambia Consolidated 
Copper Mines 



Advice to the company 
on the sale of an option 
over the Kingking 
Copper/Gold Project 
The - Philippines 
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MINING 


Advice to the company 
on the C $152 million 
acquisition of the 
smelting assets of 
Metallgesellschaft AG 



US $330 million acquisition 
and US $750 million 
project financing of the 
El Abra Copper Project 
Chile 


Minorco 

Falconbridge Limited 


US$i billion 

project financing of the 

Collahuasi 

Copper Project 

Chile 


1M 


Advice on the 
US$200 million sale of 
Union Mines Inc 
USA 
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In fluctuating markets, an LME hedge completes 
the circle in any copper transaction. 


The London Metal Exchange is the world’s centre for base 
metals trading in futures and options contracts. Recognised 
as the main industrial pricing mechanism for international 
trade in Copper, Primary Al uminum , Lead, Nickel, Tin, 
Zinc and Aluminum Alloy, it provides, the ideal hedging 
medium for protection against price fluctuations? If you ~~ 
would like to know more about the LME and how it works, 
write or fax for our information pack. 


Alternatively, visit our internet site on http://www.lme.co.uk 



London Metal Exchange 

The London Metal Exchange Limited 
56 Leadenhall Street, London EG3A 2BJ 
Tel: 44 (0) 171 264 5555 Fax: 44 (0) 171 264 5541 
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CHBUE « by El izabeth Love in Santiago 

Codelco in 
search of 
clear vision 



Chile's main 
producer fears a 
marketing myopia 
is threatening the 
industry 

After decades of talcing cop. 
per demand for granted, Chi- 
le’s state copper giant Is 
waking up to the need to get 
over its “marketing myopia” 
and actively promote the 
versatile metal worldwide. 

“The consumption of cap- 
per on a world scale could 
grow enormously,” says 
Marcos Lima, executive pres- 
ident of Codelco the state 
copper corporation, which 
produces IS per cent of the 
world's supply of the mgtoi 

But, as existing copper 
mines expand their output 
through electrowinning and 
new mines enter production, 
Mr Lima predicts that sup- 
ply will exceed demand In 
1998 - a trend that could last 
until the year 200L 

The push to actively mar- 
ket the metal and increase 
research' into new uses 
which could prevent a sur- 
plus would, ideally, include 
all producers in an interna- 
tional campaign ccHjrtttnaled 
by the International Copper 
Association (ICA). The ICA 
was set up for this purpose 
but has done little for lack of 
resources. 

Mr Lima argues that 
recent figures reflect “the 
marketing myopia of the 
copper industry” which gen- 
erates ¥20bn-$30bn in annual 
sales, earmarks $800m for 
exploration and allots only 
$30m-$40m to promote and 
defend its markets. ' 

It doesn’t make sense,” he 
says. “But what we are pro- 
posing is not a simple thing, 
rather it is changing the 
mentality of. the industry. 
We are in a market where 
we are all on the same side 
of the table” 

Codelco currently; jjwns 
the world's largest copper 
reserves, amounting to 20 
per cent of known, copper 
deposits worldwide. And 
Chile boasts almost 40 per 
cent of the copper reserves 
of the planet. 

Over the past seven years 


Codelco has streamlined 
operations and cut costs. In 
1993 a pound of Codelco cop- 
per cost 63 cents to produce 
while today the figure is 49 
cents a pound. Personnel at 
Codei go’s m frra g have been 
cut from a high of 28,000 in 
1990 to 18,000 today. 

But the future does not lie 
with efficiency savings 
alone, new markets must be 
found and nurtured. If 
demand could be fostered in 
developing countries, partic- 
ularly China and India, the 
expected oversupply of cop- 
per would quickly disappear. 

Codelco figures show that 
during the years 1974-1994, 
ann ua l demand for refined 
copper increased L2 per cent 
in developed countries and a 
whopping 7.8 per cent in 
developing countries. Predic- 
tions for 1994-2000 place the 
increase in demand from 
developed countries at 1.6 
per emit against 59 per cent 
for developing countries. 

Key to making the new 
marketing approach work 
are the private foreign min- 
ing companies which now 
account far more than half 
of Chilean production. Last 
year the private sector pro- 
duced I -88m tonnes of copper 
in contrast to Codelco’s 
3.22m tonnes. While 90 per 
cent of the private mines in 
Chile are foreign operated, 
the next big mining invest- 
ment, Los Pelambres, will be 
Chilaan owned. 

Located in the central 
region of Chile, Los 
Pelambres is controlled by 
Anaconda Chile, the mining 
arm of Antafagosta Hold- 
ings. The latter is a British 
company quoted on the Lon- 
don stock exchange and con- 
trolled by Chile's powerful 
Luksic Group, which will 
retain 60 per cent of the 
Pelambres project. The 
remaining 40 per cent has 
been sold to Japanese part- 
ners: the Nippon Mining 
Group will acquire 25 per 
cent and the Mitsubishi 
Group, will acquire 15 per 
ceqt^Tbe main investors in 
these groups form more than 
50 per cent of the total smelt- 
ing capacity of Japan and 
are important copper mer- 
chants worldwide. 




Big Impression: Chile’s CoUahuasi copper mtoe mmw Lymiubma 


The initial investment is 
more than $l.3bn. Los 
Pelambres will mark the sec- 
ond biggest investment in 
Chile since the beginning of 
the century. The first is the 
CoUahuasi mine, owned by 
Minorco of the Anglo Ameri- 
can Group and Falconbridge 
(Canada), which required a 
33bn investment and is 
expected to produce 380.000 
tonnes of copper per year. 

Production at Los 
Pelambres is expected to 
begin in 1999 with an initial 
output of some 230,000 
tonnes of copper per year. 
The mines’ full capacity is 
estimated at 700,000 tonnes 
per annum of concentrates. 
making it Chile's third big- 
gest producer. 

Still pending, however, is 
approval for the Environ- 
mental Impact Statement 
(EIS) on the mine, which is 
exported shortly. Jean Paul 
Luksic, chief executive offi- 
cer of Anaconda Chile, says 
$200m of the investment 
went toward ameliorating 
the environmental impact of 
the mine. 

"At first the communities 
near the mine had an emo- 
tional reaction but then they 
realised that It would have 
no negative effects," says Mr 
Luksic. Hingeing on the 
approval of the EIS is a 
3984m dollar loan the com- 
pany has secured to finance 
the project. 

Meanwhile, other foreign 
investors are waiting appre- 
hensively to see whether two 


Chilean congressmen will go 
ahead with a proposed pro- 
duction tax on private cop- 
per mining operations. 

The two senators, from 
parties belon g in g to the rul- 
ing government coalition, 
say their proposed tax could 
go as high as 3200 per ton 
and would be used to pro- 
mote new technology and 
develop the regions most 
dependent on mining activ- 
ity. 

The talk of a new tax levy 
for the mining sector trig- 
gered a sharp rebuke from 
Chile's National Mining Soci- 
ety (Sonami), the mining 
industries principal lobbying 
organisation. The proposal 
was also criticised by the 
American Chamber of Com- 
merce in Chile. 

But one of the proposers. 
Senator Sergio Bitar of the 
Party for Democracy, argues 
that state-owned Codelco 
pays annual taxes in the 
order of $1.5bn while private 
foreign mining operators 
pay only 3200m in taxes a 
year. 

Opponents of the tax claim 
it would discourage foreign 
investment not only in min- 
ing but in other sectors as 
well by changing the ground 
rules “in the miririia of the 
game”. 

Proponents of the tax note 
that Chile's copper reserves 
are slated to run out in 50 
years and the tax would be 
invested to prevent poverty 
in mining regions once the 
resource is depleted. 


JAPAN • by Kenneth Gooding 


Awesome pooling power 


Japan’s unofficial 
smelter group lias 
made waves with 
another mine 
purchase 

The Japanese smelter pool 
sprang into action again this 
year by taking a US$256m 
stake in the Los Pelambres 
copper project destined to 
became one of the four big- 
gest copper mim>R in Chile. 

This unofficial grouping is 
already a potent farce in the 
copper industry. Last year it 
imported about 10m . tonnes 
of copper contained in con- 
centrate, according to the 
CRU International consul- 
tancy, equivalent to more 
than 10 per cent of the global 
totaL 

The pool is not a legal 
entity, so sometimes the Jap- 
anese deny if exists, but the 


rest of the industry has no 
doubt -that it has for many 
years played an important 
role in Japan’s economy. 

The pool came into being 
in the 1970s, when it became 
cl ea r Japan, which has virtu- 
ally no mineral resources of 
its own, would be needing 
huge tonnages of copper. 
The government decided 
that the balance of trade 
would benefit if Japan 
imported copper concen- 
trates, material containing 
20 to 45 per cent copper and 
therefore much cheaper than 
refined capper, and upgraded 
it locally to refined copper. 

So. unique among copper 
producing and consuming 
countries, Japan has six 
“custom” copper smelters, or 
plants that take raw mate- 
rial from outside sources. 
Japan protects its smelters 
by having a hi gh tariff on 
refined copper imparts. 
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FIRST QUANTUM 

MINERALS LTD. 

... is a Canadian mining company focuaod on 

developing projects in minaral rich Africa. 

First Quantum's corp8 , ®l e objective Is to 
become a major force 10 African mining. The 
company is assembling a portfolio of near 
term cash flow generating projects as well 
as development projects with substantial 
'bkre sky 1 potential. 

▼ The 100% owned Bwana Mkubwa Copper Project In 

Zambia is on schedule to commence production m the fins 
quarter of 1996. 

▼ Has interests in two large copper/cobalt talfings projects m 
the Democratic Republic of Congo. 

▼ Appointment of CIBC Wood Gundy Securitiss ,nc - ** 
financial advisors tor its mining end development promts 
wftrtnfreCopperbeB. 

▼ The company has submitted bids for additional assets 
within the famous Copperbelt of Zambia and Democratic 
RepubfcofConjjo. 

▼ Three exciting-early stage go W exploration projects in 
Niger, Botswana and Guinea. 

For a compete Information package, contact 

First Quantum 

Tat 604-688-6577 F«uc 604-687-7657 

vwowweta® ai www.ltatflianluffl.eoni E-mtf at mfodflra-Quartuacom 


Members of the pool and 
owners of the six copper 
smelters are: Dowa Mining; 
Furukawa; Nippon Mining; 
Mitsubishi Materials; Mitsui 
Mining & Smelting; and 
Sumitomo Metal Mining. 
Sometimes included in the 
list is Nittetsu, which owns 
20 per cent of the Tamano 
smelter operated by Mitsui 

Most of the time these 
companies arrange individ- 
ual deals with suppliers. But 
when the mine involved is 
particularly big and impor- 
tant they come together and 
negotiate as a powerful 
group, taking it in turns to 
act as leader. 

The big capper mines on 
the other end of those nego- 
tiations include Escondlda In 
Chile, operated by Broken 
Hill Proprietary of Australia, 
Freeport Copper & Gold in 
Indonesia, Cominco's High- 
land Valley in Canada, and 
Ok Tedi, another BHP oper- 
ated mine, in Papua New 
Guinea. 

The pool is now adding 
Los Pelambres in Chile to 
the list Two Japanese con- 
sortia agreed in May to buy 
40 per cent of the project 
from Antofagasta Holdings, 
the UK listed group con- 
trolled by Chile's Luksic 
famil y, for 3256m. Los 
Pelambres is scheduled to 
produced about 260(000 
♦■mines of copper in concen- 
trate, starting in 1999. Two 
of the Japanese companies 
have signed up to buy 13.5 
per cent of its production for 
the first 12 years. 

One Japanese consortium, 
including Nippon Mining, 
Marubeni Corporation and 
Mitsui, will acquire 25 per 
cent of Los Pelambres. Mit- 
subishi Materials Corpora- 
tion and Mitsubishi Corpora- 
tion. make up the other, 
which will take 15 per cent 

The copper pool once 
included on its list of big 
suppliers the Bougainville 
mine in Papua New Guinea, 
owned by Rio Unto. How- 
ever. the mine was dosed in 
1989 after a virtual civil war 
broke out on Bougainville 

1<tand T 

This unexpected closure 
caused some consternation 
in Japan because, having 


put the custom smelting 
strategy in place, it was 
important to the country 
that no global shortages of 
copper concentrate should 
develop. 

The pool had a taste of 
what was possible in 1994 
after the collapse of the 
Soviet Union caused turmoil 
in the market and concen- 
trate was in short supply. 
The Japanese smelters had 
to cut production by 10 per 
cent j 

Some metal traders sug- ; 
gust it was no coincidence 
that Sumitomo, and its chief : 
copper trader Yasuo Hainan- ; 
aka, began to make their 
presence felt in the London 
Metal Exchange's copper 
market soon after Bougain- 
ville dosed. 

Some in the industry are 
convinced that Mr Haman- 
aka, who was dismissed last 
year by Sumitomo which 
accused him of losing $2.6bn 
in fraudulent trading, was 
w caking as much cm behalf 
of the smelter pool as for 
Sumitomo. 

These conspiracy theorists 
point out that Mr Hamanak- 
a's efforts helped to keep 
copper prices higher' than 
they otherwise might have 
been for some time and this 
encouraged an unprece- 
dented investment by min- 
ing companies in new copper 
capacity, much of it produc- 
ing the concentrate that is 
the copper pool's essential 
raw material 

Souk analysts suggest this 
will result in a big surplus of 
concentrate in the next few 
years, a comforting thought 
for the smelter pool which 
could, if this surplus comes 
about, not only have 
long-term security of supply 
but also be able to charge 
top prices as miners compete 
to use their capacity. 

The pool renegotiates 
terms with the mines annu- 
ally and contracts include 
“price participation" clauses 
which give the smelters 
extra income if the eventual 
price received for the refined 
metal moves above 'SO cents 
a pound ($1.984 'a tonne). For 
every 10 cents a pound above 
that level, the -smelter 
receives one cent- 


COPPER 


AFRICA • by Mark Ashurst in Johannesburg 


The Copperbelt buckles 


Zaire and Congo 
need foreign 
investment to 
rescue their 
mining industries 

Rebel forces were still 
advancing on the Kinshasa 
stronghold of the late 
Mobutu Sese Seko when a 
plane load of American fund 
managers arrived In the 
southern town of 
Lubumbashi, in the former 
Zaire. 

Their arrival ■ courtesy of 
American Mineral Fields, 
the Toronto-listed mining 
group - was a bold gesture to 
highlight the potential of 
regional mining deposits for 
foreign Investors. As 
financiers liste ned 
expectantly for the first 
radio reports of Mobutu's 
surrender, soldiers loyal to 
the country's new president. 
Laurent Kabila, patrolled the 
swimming pool of their 
hotel. 

The warm reception 
extended to international 
mining houses in the 
recently renamed 
Democratic Republic of 
Congo has buoyed hopes of a 
recovery on the African 
Copperbelt. Although 
foreign interest is not 
confined to copper, 
governments in both 
Kinshasa and the Zambian 
capital of Lusaka hope 
foreign investment will 
rescue a sector which has 
been dragged to the brink of 
collapse by political 
interference, a shortage of 
capital investment and 
endemic corruption. 

The history of sharply 
declining production on the 
Copperbelt, which spans the 
border between the two 
countries. Illustrates the 
scale of that ambition. 

Copper output in Zambia has 
fallen from a peak of 720,000 
tonnes in 1969, when it was 
the world's fourth biggest 
copper producer, to 320,000 
tonnes in 1996. Zaire last 
year sold 38,000 tonnes of the 
metal compared with a peak 
of 400,000 tonnes annually 
during the 1980s. 

Among financiers with a 
stake in the region, 
optimists abound. Jean 
Raymond Boulle, chairman 


of American Mineral Fields 
and a former executive with 
de Beers, believes Congo is 
set to become “the Chile of 
Africa”. AMF was the first of 
the international mining 
groups not based in South 
Africa to voice support for 
Mr Kabila's rebellion and he 
contributed to the war effort 
by buying the rebels' first 
haul of diamonds in April 
Rival companies followed 
suit but not before Mr Boulle 
had clinched a Slbn tender 
from Gacamlnaa, the 
state-owned mining group, 
to develop a copper and 
cobalt tailings project at 
Kolwezi and revive the 
Klpushi tine mine. He 


biggest mines in the world. 
But much will depend on 
pniiHnal stability and 
improvements to the 
country's dilapidated 
infrastructure. Congo is 
rated a **D" grade country 
for political stability - the 
lowest on the scale - by 
Randgold, the South African 
gdd flirting group which 
rates the mining potential 
for foreign companies of all 
countries in Africa. 

In spite of misgivings over 
relations between foreign 
donors and the Harare 
government, investors are 
much less worried by the 
issue of political stability in 
Zambia. But the sheer 
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expects Kolwezi to produce 
about 30,000 tonnes of copper 
per year, while zinc 
processing at Kipushi will 
generate sulphuric acid as a 
byproduct in sufficient 
quantities to supply the 
entire mining industry on 
the Copperbelt. 

Kolwezi is dwarfed by 
Tenke Fungurume, a copper 
deposit 175km northwest of 
Lubumbashi and the largest 
new mining project in Congo 
to date. A previous attempt 
at developing the site 
faltered in 1970 due to civil 
unrest A revival is now 
being plotted by Tenke 

Mining , the Canadian 

company headed by Adolf 
Lundin, which forecasts 
annual production of 100,000 
tonnes of copper and 8,000 
tonnes of cobalt by 2000. 

Tenke predicts production 
could rise to 400,000 tonnes, 
which would rank 
Fungurume among the 10 


dominance of the debt-laden 
Zambian Consolidated 
Copper Mines, the 
state-owned conglomerate 
which generates 25 per cent 
of gross national product 
and traditionally contributes 
80-90 per cent of export 
earnings, has prompted 
different concerns over the 
viability of individual 
projects. 

Valentine Chitalu, chief 
executive of the Zambian 
Privatisation Agency 
responsible for privatising 
ZCCM, believes foreign 
investment in the Copperbelt 
could help restore the 
standard of living in Zambia 
to a level not seen since the 
1960s. But if the process fails 
to attract sufficient foreign 
interest, it could scupper 
hopes of recovery in what 
remains a virtual 
monoeconomy. 

"If privatisation is not 
successful one would 


This ayotouwxmtnt appears as anuttter oj record only. 


question whether this is a 
country for us to be doing 
business in," says Jack 
Holmes, executive director 
at Anglo American 
responsible for the Zambian 
interests of the South 
African mining giant. 

When the first round of 
bidding for ZCCM assets 
closed in February, 15 
companies had submitted a 
total of 27 bids far the nine 
asset packages on sale. But 
most of the deals to date 
have been for feasibility 
studies or peripheral mining 

contracts. Opinion is divided 
over the prospects for the 
process and the ZCCM 
conglomerate is under 
mo unting pressure to 
dispose of its best assets on 
terms which are likely to fall 
short of previous 
expectations. 

The most important of 
these are Nchanga, 
historically the biggest 
reserve in the ZCCM stable, 
and Nkana, the largest 
copper treatment centre. 
These assets are under offer 
from Kafue, a consortium 
led by South Africa's Avmin 
with Noranda, Phelps Dodge 
and the Commonwealth 
Development Corporation. 
The deal is critical because, 
until terms are agreed, 
development work will not 
begin on the best prospect 
on the Zambian side of the 
Copperbelt, Konkola Deep. 

A joint venture is 
underway between Anglo, 
which holds 273 per cent of 
ZCCM through its 
subsidiary, Zambia Copper 
Investments, and 
Falconridge. the Canadian 
group, to conduct a 
feasibility study into a 
S700m-800m development at 
Konkola. This virgin deposit 
is widely viewed as “the 
crown jewels” of the 
Copperbelt and is forecast to 
produce 180.000 tonnes of 
finished copper annually. 

The feasibility study will 
be completed by the 
year-end but the consortium 
bas a contractual right to 
postpone development 
pending the sale of Nchanga 
and Nkana. “From a social 
point of view, If the rest 
doesn't get privatised that 
whole area will become 
unstable economically and 
politically," says Mr Holmes. 
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CHINA • by James Harding in Shanghai 

Market strains for 
Chinese whispers 


China’s impact 
on the copper 
industry is as 
huge as it is 
unpredictable 

China has emerged as an 
uni gn arable but unpredict- 
able force in the world cop- 
per industry. 

Difficult to ignore, because 
China accounts for roughly 
10 per cent of global copper 
consumption and has 
become the world's biggest 
single copper importer, fre- 
quently setting the tone on 
the metals markets. China’s 
importance to the industry 
and its reputation as the 
“swing tact or" In the market 
is likely to be reinforced in 
the coming years as the 
increasing number of copper 
producers jostle for con- 
tracts to meet China’s vast 
demand for the metal 

But the country's influ- 
ence will be no less difficult 
to predict, because the Chi- 
nese copper industry is con- 
trolled. in theory at least, by 
the China National Non-Fer- 
rous Metals Corporation 
(CNNC) - the opaque 
national monopoly which 
both provides the price-sen- 
sitive information on Chi- 
na’s copper demand and 
manages China's imports 
and exports of the red metaL 
Even the estimates drawn 
from the CNNC figures are 
likely to be skewed by the 
interventions of the Strate- 
gic Reserve Bureau, the gov- 
ernment agency that man- 
ages the national stockpile, 
the size and composition of 
which is a state secret. 

Simon Hunt, an industry 
analyst, speaks for all China- 
watchers in the metals mar- 
kets when he says "the only 
thing we can be sure about., 
is that China's statistics of 
production and consumption 
are just guesses, some better 
than others." 

Forecasting China’s 
import demands and, there- 
fore. likely long-term impact 
on the international copper 
markets, is a hazardous busi- 
ness but the fact that China 


will hold a singularly power- 
ful sway over world copper 
prices, even in the face of 
increasing global supply, 
remains a safe bet. 

As China’s economy is 
forecast to grow at an aver- 
age of 8 per cent per year 
between now and 2000. cop- 
per consumption is widely 
expected to grow faster than 
the steady increase in 
domestic output. Even as 
new smelting and refining 
capacity comes onstream 
over the next five years, it is 
likely to exceed China's min- 
ing capacity, driving further 
demand for imports of con- 
centrate, blister and scrap. 

Official forecasts vary, but 
an official at Jiangxi Copper, 
China's largest copper pro- 
ducer, says that "according 
to our estimates, in the com- 
ing few years. China will 
lack 200.000 to 300.000 tonnes 
of copper a year." 

Richard Osborne, chair- 
man of Asarco, the US group 
with a strong reputation far 
forecasting conditions in the 
world copper markets, is 
sanguine about copper’s fun- 
damentals over the next 
three or four years, an atti- 
tude underpinned by a bull- 
ish view of Chinese demand. 

"Chinese con su mption will 
increase by more than 10 per 
cent a year through 2000," he 
predicts. 

Jim Lennon, an analyst at 
Macquarie, the Australian 
h anking group, gives an 
even more robust forecast - 
he calculates that China’s 
demand for copper could 


show sustainable annnw] 
growth of 12.5 per cent 

Bat while there is broad 
agreement among analysts 
that China will need to buy 
large quantities of copper an 
the international markets 
over the next five years to 
satisfy the vast demands of 
its infrastructure and con- 
struction programme, trad- 
ers on the London Metal 
Exchange and elsewhere 
have been waiting in vain 
this year for China to bite. 

In the early part of the 
year, copper prices were 
buoyed by the expectation of 
heavy Chinese buying bat 
prices sank when the CNNC 
bids failed to materialise. 
Again, over the summer, 
traders looked to Chinn buy- 
ers to lift aaggrng world cop- 
per prices but Beijing's buy- 
ms stayed away. 

The official explanation 
for China’s lower-than-expec- 
ted purchases on the inter- 
national markets is slack 
domestic dmr»inri- 

The China Securities 
News, the official govern- 
ment newspaper for the 
financial markets, says 
"many copper consuming 
businesses are suffering 
severe losses, weighed down 
by large stockpiles, low effi- 
ciency, outdated equipment, 
old production systems and 
Inadequate marketing. The 
imbalance between snpply 
and demand is being stager- 
rated. And there is no reason 
to be optimistic." 

Local and international 
copper traders in Shang hai 


jj 




SJH 



nn 

. .. _ 

y.';h 





M 

II 



111 

m 


^ • '/'iT-V 

m 

J 



II 



f 



China syndrome: No one la sure but copper producers we backing 
Chinese demand to rise dramatically 


acknowledge the real prob- 
lem of slack demand but are 
still only partially convinced 
by *ha official line - they still 
speculate that the CNNC is 
poised for substantial copper 
buying but is waiting for the 
right price. 

The announcement in July 
that China would export 
8,000-10,000 tonnes of copper 
to the LME warehouse in 
Singapore prompted a round 
of speculation that the 
CNNC was manoeuvring to 
damp expectations of Chi- 
na’s appetite for copper 
imports, depress market sen- 
timent and drive down 
prices. CNNC made a point 
of telling the official medi a 
that it was not "playing 
gwrnpc on the world market". 

HHB 


Annual figures 1990-1996 
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Latin America 


Mr Hunt sympathises with 
this official line, arguing 
that China's large number of 
small copper refineries, 
many fed by scrap and out- 
side the state sector, make 
life a "nightmare for the 
statisticians in central gov- 
vrumvnF' 

Other analysts are less for- 
giving. They say that the 
CNNC could give more accu- 
rate information about the 
state of supply and demand 
in China but that would 
weaken its hand when trad- 
ing on the LME. 

Over the past year, CNNC 
officials have repeatedly 
suggested that China will 
need to change its t rading 
methods in the copper indus- 
try, moving away from sud- 
den, large-scale buying as 
and when the need arises or 
the prices look favourable to 
a pattern of trading with a 
“long-term outlook". 

But traders have yet to see 
evidence of such consis- 
tency. or even, transparency. 
And while CNNC authorities 
either deliberately obscure 
information about their 
activities in the copper mar- 
kets or are simply unable to 
collect all the relevant data 
from the country's large, but 
fractured copper industry - 
or both - China will remain a 
perplexing player In the cop- 
per industry. 


LONPON METAL EXCHANGE » by Gary Mead ' 

Exchange of copper 
bottomed guarantees 


Reform aimed at 
transparency was 
the IME's 
response to the 
Sumitomo affair 

As chief executive of the 
London Metal Exchange 
David King has been under 
considerable pressure since 
the great copper scandal of 
mid-1996 first broke. 

On June 18 that year Mr 
King attended a late-night 
meeting with the Securities 
and Investments Board, the 
exchange's regulatory body, 
for discussions an what had 
happened at Sumitomo Cor- 
poration- Sumitomo had just 
sacked its chief copper 
trader, Yasuo Hamanaka, for 
having allegedly lost $ 2 . 6 hn 
in unauthorised trading. The 
LME was rapidly embroiled 
in the gnaning forme, with 
King bearing much of the 
brunt of the criticism lev- 
elled at the LME's adminis- 
tration of trading. 

Mr King lias argued - with 
strong justification - that 
the spotlight on the LME in 
the wake of Sumitomo was 
misdirected. Sumitomo, after 
all, was not an LME member 
and was outside the LME’s - 
and the Securities and 
Investments Board’s - juris- 
diction. 

Nevertheless, the LME 
invited the SIB to review its 
operations and the global 
metals markets and, in 
December 1896, the SIB pub- 
lished Its conclusions. 

The SIB's highly detailed 
report called for substantial 
rhangpw in the operations of 
the LME but endorsed its 
trading methods and 
rejected calls, particularly 
from the rival New York 
Mercantile Exchange, for 
wide-ranging reform. 

In May this year Mr King 
said that "the SIB report- 
identified no significant sys- 
temic risks from the way the 
LME operates... the SIB core 
eluded that the London 
Metal Exchange, and its 
trading sy s t e ms, continue to 
enjoy the support of LME 
users.” 

But the copper upheaval 
focused minds on reform of 


the t.mp! and Mr King threw 
his weight behind imple- 
menting the SIB’s proposals. 
The complex regulatory 
fhang ns have a single focus 
— ensuring the I-ME operates 
as transparent a market as is 
compatible with commercial 
viability. 

One of the. SIB’s key pare 
posals was that the balance 
of the LME’s board should 
alter to better represent the 
exchange’s diff erent mem- 
bers. The board has also to 
be expanded from 18 to 18 to 
include more independent 
directors. 

Another key SIB recom- 
mendation was to expand 
the LME’s executive, to cope 
with the vast quantities of 
information accumulated 
daily by exchange. The 
t.mr is thus increasing its 
executive by 10, to about 60 
people. "These additional 
staff will he recruited pri- 
marily for the compliance 
area and will be at a very 
senior level," says Mr King. 

Other SIB recommends- . 
tions have already been 
implemented, including a 
daily (as opposed to weekly) 
reporting of LME warehouse 
stocks. From October 1 
details of stocks taken off 
LME warrants (the paper 
proving ownership of physi- 
cal metal) but still in author- 
ised warehouses will be 
given daily. 

Also from October, data on 
the 20.000 screens around the 
world giving LME statistics 
will include details of large 
positions. Mr King says indi- 
vidual names will not be 
given but market users will 
have fair warning about 
large positions. 

Procedures aimed at pro- 
viding a more rigorous audit 
trail are being introduced. 
Video cameras and sound 
equipment are being 
installed on the floor of the 
exchange. 

"There is a good, clear 
audit trail in back offices 
and we want to carry this 
through to the ring. This 
should give additional com- 
fort to market participants," 
says Mr King. 

The LME Is also address- 
ing the problems in its ware- 
house system identified by 


the SIB. Contracts with 
warehouses will be restruc- 
tured. 

Other procedures aimed at 
providing -a more rigorous 
audit trail will soon foRo#»; 
including improved mecha- ; 
nisms to follow the move- 
ment of warrants (the paper 
proving physical ownership 
of LM E metal stocks) to 
gs t fhTtah more precisely wbb 
owns what metal. _• . 

And Mr King says the 
LME is considering imitating 
some US regulatory prac- 
tices used by the Camxnbdfty 
-Futures Trading Commire 
sion. “While we already 
operate a large position - 
reporting system, we will 
probably develop a hybrid of _ 
the CFTCs requirement that 
all large positions in a -mare, 
ket must be reported and we 
will publish certain data, in 
regard to such positions.” 

But while transparency is 
obviously important, both as 
a reassurance to users of the 
LME and to the regulatory 
authorities, Mr King is core _ 
cemed that transparency is 
not gained at the expense, of 
commercial viability. 

"It's in no-one's interest to 
have such excessive trans- 
parency that business will 
flee the market, reducing 
liquidity and increasing vol- 
atility. More seriously, busi- 
ness that left the IMF, would 
be transacted on the unregre - 
lated market, meaning. the 
authorities would be even : 
less able to police it," he 
says. 

Mr King’s promise is that 
the LME "will provide signif- 
icantly more data fo market - 
participants In order that 
our members and their cli- 
ents have greater knowledge 
of what is happening in the 
market” 

Ultimately there will 
always be those det ermine d 
to exploit fundamental tight- 
nesses; only in July this year 
Mr King found it necessary 
to remind LME copper trad- 
ers tha t his executive was 
watching yet another 
squeeze very closely. 

But Mir King - a cautious 
man by nature - firmly 
believes that major warping 
of the market is less likely to 
be repeated. .. . 
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Not all that glitters is 
gold in trade between 
Chile and the world 

Indeed, the brightest thing in our commerce relations is copper 
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and during 1997 will 
achieve a production 
Jevel of 300,000 tpa of 
anode copper. 
Cathode production 
will reach 24 2.000 tpa. 


As producer of 15% of the world’s copper and with a sales presence on ail 
major copper-consuming continents, Codelco is at the forefront of indust/y 
efforts to maintain and expand markets for the metal and its by-products. 

Codelco Chile leads the world copper industry. 
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Committed to 

Quality and Service - for Yoiir Benefit! 


Norddeutsche Affinerie operates one of the 
most modern copper smelters in the world. 
Every year more than 400,000 tonnes of 
pure electrolytic copper manufactured and 
processed to the very highest environmental 
standards - this amply demonstrates 
or commitment, on which customers 
can rely at all times. 


Just in time and reliable delivery, plus an- : 
fioing further development af processes and ’ 
products are bs fundamental to our company 

policy as is top quality for our customers' 
applications. 
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